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Chapter 1. Overview

Introduction

GnuCash is the personal finance software package made for you. It is versatile enough to keep track of
all your financia information, from the ssmple to the very complex. It is one of the few financial software
packages that supports global currencies, and it is the only open-source program of its kind. Best of all,
GnuCash is easy to learn and use!

So, what can GnuCash do for you? It can keep track of your persona finances in as much detail as you
prefer. If you are just starting out, use GnuCash to keep track of your checkbook. Y ou may then decide
to track cash aswell as credit card purchases to better determine where your money is being spent. When
you start investing, you can use GhuCash to help monitor your portfolio. Buying a vehicle or a home?
GnuCash will help you plan the investment and track loan payments. If your financial records span the
globe, GnuCash provides all the multiple-currency support you need.

Figure 1.1. A Chart Of Accounts With Multiple Currencies And I nvestments

& GnuCashTeaser - Accounts = E "
File Edit Mew Actions Business Reports Tools Windows Help
= B oM W @
Save Open  Edit New Delete
i Accounts

Account Name
¥ @ Assets
P fm Current Assets
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Australian Dollar
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[~
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@ 0694 HK  Beijing Airport 57,000 0694.HK

it cash Hong Keng Dollar HKD 50,000.28
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@ ERICB.ST Ericsson B-Fria 11,000 ERICB,ST

fm Peter Euro EUR 3,000.00

b Ernity Anstralian Nallar *®2 1R RIA NN
% Assets: $63,960.00 Profits: $0.00 s

Thisimage shows a Chart of Accounts with multiple currencies and investments.

While GnuCash iswell suited for personal finances, it isaso powerful enough for business use. There are
many businessfeatures, from integrated accountsreceivable and payabl e systems, to tax table construction.
Y ou will find these and the many other business features surprisingly powerful and easy to use.
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Features

Easy to Use

Within amatter of minutes you will be able to enter your personal finance information and generate color
graphs that represent your financial status. If you can use the register in the back of your checkbook - you
can use GnuCash! Type directly into the register, tab between fields, and use quick-fill to automatically
complete transactions. The interface is customizable from within the application itself.

» Easyto Use Menus: GnuCash menus conform to the GNOM E Human Interface Guidelines. This means
that they are simple and similar in appearance to many other GNOME applications.

» Documentation: GhuCash has built-in Help and extensive User’ s Guide documentation.

* Import Methods: GnuCash supports many ways to input transactions besides manual entry. If you can
access your bank accounts on-line, this is especially useful, as most banks and credit card companies
support one of the following import methods. You will spend less time entering data and more time
analyzing results.

* Quicken Import File (QIF): Import Quicken QIF style files, a popular file format with many com-
mercial personal finance software packages.

« Open Financial Exchange (OFX): GnuCash has been thefirst free software application to support the
Open Financial Exchange protocol. Many financial institutions are moving towards this format.

< Home Banking Computer Interface (HBCI): GnuCash has been the first free software application to
support the German Home Banking Computer Interface protocol. This protocol includes statement
download, initiates bank transfers, and makes direct debits possible.

* Reports: GnuCash comeswith over 30 prebuilt reports, including Account Summary, Income, Expenses,
Transaction Report, Balance Sheet, Profit& L oss, Portfolio VVa uation, and many others. Reports support
graphical views of thedata, including pie charts, bar charts, and scatter plots. The reports can be exported
to HTML files, and are easily customized.

» Scheduled Transactions: GnuCash now has the ability to automatically create and enter transactions, or
remind you when these transactions are due, giving you the choice of entering, postponing or removing
the automated transaction.

» Mortgage and Loan Repayment Assistant: Used to set up avariable payment |oan schedul ed transaction.

» Easy Account Reconciliation: Integrated reconciliation makes reconciling your GnuCash accounts with
statements simple and effective.

» Multi-platform Compatibility: GnuCash is supported on a variety of platforms and operating systems.
Thelist of fully supported operating systems (and platforms) isfor

GnuCash 5 3.0

Li nux (x86, x86_64), FreeBSD (x86, x86_64), OpenBSD (x86, x86_64), mac CS (64-bit Intel),
and W ndows (Windows 7 and later).

GnuCash ¢ 2.6.21

mac OS (32-hit Intel, PPC) and W ndows (XP and Vista).
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GnuCash . 2.2.9
W ndows (2000).
Previous versions of GnuCash

have been known to work with SGI IRIX (MIPS), IBM AlX 4.1.5 (RS/6000), Unixware 7 (Intel),
SCO OpenServer 5.0.4 (Intel), and Solaris (SPARC) but their current status is unknown.

Tracks Your Investments

GnuCash includes a number of investment features that allow you to track all your investments. With
GnuCash you can track stocks individually (one per account) or in a portfolio of accounts (a group of
accounts that can be displayed together).

GnuCash supports online stock and mutual fund quotes. This means you no longer need to look up stock
prices one at atime. The process can be automated, and you can see the latest value of your stocks.

International Support

GnuCash is truly an application that works with and understands users from all around the world. There
are many built-in features to facilitate interaction with the international world we live in today.

Native Languages: GnuCash has been trandated into over 55 languages. Full translated are Chinese
(traditional), Croatian, Dutch, Hebrew, Italian, Portuguese, and Ukrainian. Almost as good, with over
90% trandated, are Catalan, Chinese (simplified), German, Indonesian, Japanese, Portuguese (Brazil),
and Spanish.

International Format Handling: GhuCash understandsthat different countriesdisplay the date and num-
bers differently. Y ou are able to work with the date and number formats you are accustomed to.

Multiple Currencies and Currency Trading: All in 1SO 4217 [https://en.wikipedia.org/wiki/| SO_4217]
defined currencies are supported and can be bought and sold (traded). Currency movements between
accounts remain fully balanced if "Trading Accounts” is enabled.

On-line exchange rates: With GnuCash, you no longer need look up your exchange rates one at atime.
The process can be automated, to always present you with the account values converted to your preferred
currency using the latest exchange rates.

Business Support

GnuCash has many features to support the needs of the business accounting community.

Accounts Receivable/Payable: GnuCash has an integrated Accounts Receivable and Accounts Payable
system. You can track Customers, Vendors, Invoicing and Bill Payment, and use different Tax and
Billing Termsin asmall business.

Depreciation: GnuCash can track depreciation of capital assets.

Reports: GnuCash offers awide variety of ready-to-use business reports.

bt you want to create or improve the translation of your language see https://wiki.gnucash.org/wiki/Trand ation.
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Accounting Features

For those knowledgeable in accounting, hereisalist of GnuCash’'s accounting features.

» Double Entry: Every transaction must debit one account and credit others by an equal amount. This
ensures the “books balance” - that the difference between income and expense exactly equals the sum
of al bank, cash, stock and other assets.

» Split Transactions: A single transaction can be split into several pieces to record taxes, fees, and other
compound entries.

» Chart of Accounts: A master account can have ahierarchy of detail accounts underneath it. This allows
similar account types such as Cash, Bank, or Stock to be grouped into amaster account such as* Assets”.

» General Journal: One register window can display multiple accounts at the same time. This eases the
trouble of tracking down typing/entry errors. It also provides a convenient way of viewing a portfolio
of many stocks, by showing all transactionsin that portfolio.

* Income/Expense Account Types (Categories): These categorize your cash flow and, when used properly
with the double-entry feature, will provide an accurate Profit& L oss statement.

About this Book

Thismanual’s goal isto save you time. It will get you started using GhuCash as quickly as possible.

Each chapter follows a simple format. A chapter begins with a “ Concepts” discussion which introduces
general themes and terminology, addressed and used within that chapter. “How-To" sections, which ad-
dress specific procedures follow. Finally, a“Putting It All Together” section ends the chapter by giving
detailed, concrete examples.

Beginning users will find the “Concepts’ sections very helpful. They provide a reference for good ways
to track your finances, and serve as a general introduction to financial background and terminology. Ex-
perienced users can flip to the “How-To” sections to quickly scan procedures. These sections provide to-
the-point steps for accomplishing specific tasks. The “Putting It All Together” sections present real-world
examplesin theform of atutorial. Beginning with creation of afilein Chapter 2, The Basics, each succes-
sive chapter builds on the previous chapter’ s tutorial.

Thismanual is organized into 3 main parts:

* Part I, “The Basic Knowledge”

e Part Il, “The Common Usage”

* Part |1, “The Advanced Features’

Part I, “The Basic Knowledge” provides you with the most basic information needed to begin using Gnu-
Cash. The chapters in this part explain concepts that are fundamental to using GnuCash. New users of
GnuCash should familiarize themselves with the information in these chapters to get you up and running:
» Chapter 1, Overview - (this chapter) gives ageneral overview of GnuCash

» Chapter 2, The Basics - gives usersavery brief introduction to accounting principles, and then provides

information about how GnuCash structuresitsdata. Thereisal so information on basicinterface elements
in GnuCash. Finally, this chapter explains how GnuCash stores and manages your data.
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« the section called “Accounts’ - gives further information about accounts and how to organize them.

* the section called “Transactions’ - gives basic information about transactions and how to enter them.
Part I1, “The Common Usage” addresses common applications and features of GnuCash in greater detail.
Y ouwill see more specific cases, based on frequently asked questions about applying GnuCash to everyday
situations. Here are the applications and features covered in this part:

» Chapter 5, Checkbook

» Chapter 7, Credit Cards

» Chapter 8, Loans

» Chapter 9, Investments

e Chapter 11, Capital Gains

* Chapter 12, Multiple Currencies

Part 111, “ The Advanced Features’ discusses the use of GnuCash in business accounting:

» Chapter 13, Business Features

e Chapter 14, Budgets

» Chapter 15, Other Assets

» Chapter 16, Depreciation

» Chapter 17, Python Bindings

 Chapter 18, Importing Business Data

Thismanual also includes several appendices, which contains extrainformation you might want to know:
» GnuCash Glossary - Glossary of terms used in GnuCash

» Appendix A, Migration Guide - Guide for former Quicken®, MS Money or other QIF users

* Appendix B, Auxiliary File Formats

» Appendix C, GNU Free Documentation License

Last, but not least, a glossary and index help you quickly locate topics.

Getting More Help

GnuCash offers help in many ways, including the Tip of the Day, context help, a website, a wiki, the
mailing lists, and IRC chat.

Context Help

The context help provides detailed instructions for using GnuCash's menus, windows, and controls. To
open online help, select Help - Contents.
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The GnuCash Help window also acts as a simple web browser, so you can pull up awebsite for additional
information. Y ou can open any website under this window by clicking the Open Toolbar button and then
typing in the URL. Use the Back, Forward, Reload, Stop, and Print buttons as you would in a standard
browser.

GnuCash Website

The GnuCash website [https://www.gnucash.org/] contains helpful information about the program and
about any updatesto it. It also contains links to other online resources.

GnuCash Wiki

An immense amount of less-formal documentation, both of GnuCash itself and its maintenance and de-
velopment may be found in the GnhuCash Wiki [https://wiki.gnucash.org/wiki/].

GnuCash Frequently Asked Questions

GnuCash Frequently Asked Questions [https://wiki.gnucash.org/wiki/FAQ] (FAQ) page is aso on the
GnuCash Wiki. It should be a first stop whenever you encounter difficulty using GnuCash. It is now
translated into German and Simplified Chinese. If you'd like to access to the trandated page, see tabs on
the top of the GnuCash Frequently Asked Questions [https://wiki.gnucash.org/wiki/FAQ] page.

GnuCash On-line Assistance

Mailing List

The primary source of user support isthe user mailing list [mailto:gnucash-user@gnucash.org]. If you pre-
fer aweb forum-like presentation, you can useit via Nabbl e [ http://gnucash.1415818.n4.nabble.com/Gnu-
Cash-f1415818.subapps.html]. One must subscribe [%ourl-mail-li;gnucash-user] before posting, even if
using Nabble.

IRC

Severa of the devel opers monitor the #gnucash channel at irc.gimp.net [irc://irc.gimp.net/gnucash]. They
areusually busy with other tasks and of course are not always at their computers. Log in, ask your question,
and stay logged in; it may take several hours before your question is noticed and responded.

* If you got disconnected check the IRC logs [https://lists.gnucash.org/logs/] to verify that you missed
nothing related.

* Requirements, netiquette, and other details are explained in the IRC wiki page [https://wiki.gnu-
cash.org/wiki/IRC].

The GnuCash website [https://www.gnucash.org/] has more details on these channels. Y ou will also find
pointers there to additional useful resources such as the GnuCash wiki and bug tracking system.

Topic Search

The online manual also provides a search function. To search for a particular topic, click the Search tab
at the bottom of the help window and type in your topic in the field provided. Click the Search button to
complete your search. A list of choices should appear in the box below, clicking a choice will bring up
its text on the right.
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Installation

Installation of GnuCash is usually simple.

The GnuCash download page [https.//www.gnucash.org/download.phtml] contains detailed instructions
on how to install GnuCash for each operating system supported.
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Chapter 2. The Basics

This chapter will introduce some of the basics of using GnuCash. It isrecommended that you read through
this chapter, before starting to do any real work with GnuCash. Next chapters will begin to show you
hands on examples.

Accounting Concepts

GnuCash is easy enough to use that you do not need to have a complete understanding of accounting
principlesto find it useful. However, you will find that some basic accounting knowledge will prove to be
invaluable as GnuCash was designed using these principles as atemplate. It is highly recommended that
you understand this section of the guide before proceeding.

The 5 Basic Accounts

Basic accounting rules group al finance related things into 5 fundamental types of “accounts’. That is,
everything that accounting deals with can be placed into one of these 5 accounts:

Account types
Assets
Things you own
Liabilities
Things you owe
Equity
Overall net worth
Income
Increases the value of your accounts
Expenses
Decreases the value of your accounts
Itisclear that it is possible to categorize your financia world into these 5 groups. For example, the cash

in your bank account is an asset, your mortgage is a liability, your paycheck is income, and the cost of
dinner last night is an expense.

The Accounting Equation

With the 5 basic accounts defined, what is the relationship between them? How does one type of account
affect the others? Firstly, equity is defined by assets and liability. That is, your net worth is calculated by
subtracting your liabilities from your assets:

Equation 2.1. The static accounting equation
Assets - Liabilities = Equity
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Furthermore, you can increase your equity through income, and decrease equity through expenses. This
makes sense of course, when you receive a paycheck you become “richer” and when you pay for dinner
you become “poorer”. Thisis expressed mathematically in what is known as the Accounting Equation:

Equation 2.2. The (dynamic) accounting equation
Assets - Liabilities = Equity + (Income - Expenses)

This equation must always be balanced, acondition that can only be satisfied if you enter valuesto multiple
accounts. For example: if you receive money in the form of income you must see an equal increasein your
assets. Asanother example, you could have anincreasein assetsif you haveaparallel increaseinliabilities.

Figure 2.1. The basic accountsrelationships

Equity
( Assets - Liabilities)
[ Assets ] [Liabiliti&s

Positive Value Negative Value

] Expenses

A graphical view of the relationship between the 5 basic accounts. Net worth (equity) increases through income and
decreases through expenses. The arrows represent the movement of value.

Debits and Credits

Theuse of debitsand creditsin accounting and their effect on accounts of different typesisoften confusing
when first encountered in accounting. The accounting equation introduced above isthe key to understand-
ing which accounts types are debited or credited and when. First of all we need to rearrange the expanded
form alittle bit with Assets on the left hand side of the equal sign and transposing any account type with
anegative sign to the other side to obtain:

Equation 2.3. Therearranged accounting equation
Assets + Expenses = Liabilities + Equity + Income

With the accounting equation in this form, the accounts on the left hand side of the equal sign are known
as debit balance accounts in accounting practice, that is the normal positive balance for these accountsis
increased by debit entries to accounts of these types. Conversely credit entries to accounts of these types
will decrease the balance of accounts of these types.

Similarly, the account types on the right hand side of the equal sign are known as credit balance accounts,
that isthe normal positive balance for these account typesisincreased by credit entries to the accounts of
these types. Again debit entries to accounts of these types will reduce the balance in the account.

Table 2.1. Summary of effect of debits (Dr) and credits (Cr) on the balance of
accounts of the 5 account types

Account Type Effect on Account Balance
Debit (Dr) Credit (Cr)
Assets
Increase Decrease
Expenses
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Account Type Effect on Account Balance
Debit (Dr) Credit (Cr)

Liabilities

Equity Decrease Increase

Income

Double Entry

The accounting equation isthe very heart of a double entry accounting system. For every changein value
of one account in the Accounting Equation, there must be a balancing change in another. This concept
is known as the Principle of Balance, and is of fundamental importance for understanding GnuCash and
other double entry accounting systems. When you work with GnuCash, you will always be concerned with
at least 2 accounts, to keep the accounting equation balanced.

Balancing changes (or transfers of money) among accounts are done by dehiting one account and simul-
taneously crediting another. Accounting debits and credits do not mean “decrease” and “increase”. Debits
and credits each increase certain types of accounts and decrease others as described in the previous section.
In asset and expense accounts, debits increase the balance and credits decrease the balance. In liability,
equity and income accounts, credits increase the balance and debits decrease the balance.

In traditional double-entry accounting, the left column in the register is used for debits, while the right
column is used for credits. Accountants record increases in asset and expense accounts on the debit (left)
side, and they record increasesin liability, income, and equity accounts on the credit (right) side. GnuCash
follows this convention in the register.

Note

This accounting terminology can be confusing to new users, which is why GnuCash allows you
to use the common terms Deposit and Withdrawal. If you prefer the formal accounting terms,
you can change the account register column headings to use them in the Accounts tab under
Preferences (see the GnuCash Manual for more information on setting preferences).

Warning

Common use of the words debit and credit does not match how accountants use these words. In
common use, credit generally has positive associations; in accounting, credit means affecting the
right column of the ledger sheet of an account. This is associated with a decrease in asset and
expense, but an increase of income, liability and equity accounts.

For more details see https://en.wikipedia.org/wiki/Debits and_credits.

Data Entry Concepts

Files

When entering data in GnuCash, you should be aware of the 3 levels of organization in which GnhuCash
dividesyour data: files, accounts and transactions. These levels are presented in their order of complexity,
one file contains many accounts and one account contains many transactions. Thisdivision isfundamental
to understanding how to use GnuCash.

GnuCash stores information at the highest level infiles. A file can be stored on your computer either asa
single XML file (in all versions of GnuCash), or in a SQL database (in GnuCash version 2.4 and higher).

13


https://en.wikipedia.org/wiki/Debits_and_credits

The Basics

Note

SQL ispronounced “sequel”, so in spoken and written language we would say “a SQL database”.

With the XML file format, GnuCash stores your datain an XML data file, usually in compressed format
(although this can be changed in the General tab of the GnuCash Preferences).

With SQL storage, GnuCash stores your datain a SQL database under the database application you select
(SQLite3, MySQL or PostgreSQL).

You will need one main file or database for each set of accounts you are maintaining. To learn how to
create and manage GnuCash files, see the section called “ Storing your financial data”.

Note

If you think you might need more than one set of accounts, you might want to consult a profes-
sional accountant or bookkeeper before proceeding. Most userswill probably have only one data
file.

Backup filesand log files are automatically generated by GnuCash when appropriate. Backup and log files
are described in the section called “Backing Up and Recovering Data’.

Accounts

An account keeps track of what you own, owe, spend or receive. Each GnuCash file can contain any
number of accounts, and each account can contain many sub-accounts up to an arbitrary number of levels.
This simple feature gives GnuCash much of its power in managing your finances, as you will seein later
chapters.

Examples of accountsinclude: checking accounts, savings accounts, credit card accounts, mortgages, and
loans. Each GnuCash account tracks the activity for that “real” account, and can inform you of its status.

In addition, accounts are also used to categorize the money you receive or spend. For example, you can
create expense accounts to track the money you pay on utilities or groceries. Even though these are not
accounts that receive statements, they allow you to determine how much money is being spent in each
of these areas.

Accounts will be covered in more detail in the section called “ Accounts’.

Transactions

A transaction representsthe movement of money among accounts. Whenever you spend or receive money,
or transfer money between accounts, that is a transaction.

Examples of transactions are: paying a phone hill, transferring money from savings to checking, buying
a pizza, withdrawing money, and depositing a paycheck. the section called “Transactions’ goes morein
depth on how to enter transactions.

In double entry accounting, transactions always involve at least two accounts—a source account and a
destination account. GnuCash manages this by inserting aline into the transaction for every account that
is affected, and recording the amounts involved in each line. A line within a transaction that records the
account and amount of money involved is called a split. A transaction can contain an arbitrary number
of splits.
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Note

Splitsin transactions will be covered in the section called “ Split Transaction Example’

Running GnuCash

GnuCash can be run from your desktop main menu by selecting the associated menu entry.
Alternatively it can be run from a command line prompt with the command gnucash.

During start up, GnuCash will display the Splash Screen, where some information about the program
(version number, build, etc.) and the loading process are displayed.

Welcome to GnuCash dialog

Thevery first timeyou open GnuCash, you will seethe Welcometo GnuCash! screen. Thisdialog includes
three choices:

» Create anew set of accounts - Runs the New Account Hierarchy Setup assistant (see the section called
“New Account Hierarchy Setup”). Select this option if you want to be assisted in creating a set of
accounts.

 Import my QIF files - Runsthe Import QIF Files assistant (see the section called “Import QIF"). Select
this option if you already have Quicken files (. qi f files) and wish to import them into GnuCash.

» Open the new user tutorial - Opens the GnuCash Tutorial and Concepts Guide. Select this option if you
are completely new to GnuCash and accounting concepts.

Note

It is possible to access each of these items after you have left this screen, but the Welcome to
GnuCash! screen will not reappear. To create a new set of accounts, see the section called “New
Account Hierarchy Setup”. To import QIF files, see the section called “Import QIF”.

New Account Hierarchy Setup

The New Account Hierarchy Setup assistant helps you to create a set of GnuCash accounts. It will appear
if you choose Create a new set of accounts in the Welcome to GnuCash! menu, or when you select File
- New File (Ctrl+N) . You may also use it to add a section of accounts to an existing book from the
Accounts page by selecting Action . New Account Hierarchy... .

This assistant will guide you through the creation of a Chart of Accounts. There are several steps in the
assistant, which are outlined below.

1. Thefirst screen briefly describes what this assistant does.

2. New Book Options appears only when creating anew book. Here you set various book attributes. This
page has four tabs: Accounts, Budgeting, Business, and Counters. These items are explained elsewhere
in the Guide, and can be changed at any time from File - Properties (Ctrl+Enter) .

3. Choose Currency setsthe hidden root account currency and the default currency for new accounts. The
offered default is based on the computer locale settings. Choose this carefully: Not only doesit set the
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default currency for creating new accounts, it is the "Home" currency for the book and becomes the
default currency for all stock pricing and foreign currency exchange rates. While it can be changed by
rerunning the New Account Hierarchy Setup Assistant from the Action menu, doing so after you've
created transactions is risky.

. Choose accounts to create provides a variety of accounting categories that may be added to the book.
There are two main panels. On the | eft the list of categories with a selection check box next to each one
and on the right the accounts that will be added by the highlighted category.

Above the Categories|list you'll find two list-buttons, one for language code and the other for country
code. The initial selection is again based on your computer's locale settings. Y ou may select any lan-
guage and country combination that suits your needs.

Note

The New Account Hierarchy Setup Assistant can't process selections from more than one
locale at atime, so if you need to select segments from multiple locales—perhaps because
the categories for your primary locale are intended to extend those of another country—you'll
need to run the assistant more than once from the Action menu.

. Setup selected accounts presents the accounts from the categories you selected on Choose accounts
to create in a non-collapsible tree view with four or five columns depending on whether or not you're
creating a new book:

» Account Name. Thisis editable, just click in it or select the row and press Enter.
e Type Not editable. Thisisthe type of the account.

 Placeholder accounts (accounts that are intended only to collect sub-accounts and not to have trans-
actionsthemselves). Y ou may change this by checking to make an account a placeholder or uncheck-
ing to make it aregular account.

» Opening Balances can accept a value for new non-placeholder accounts that are not of type Equity,
as existing accounts already have balances, placeholder accounts can't have transactions, and Equity
can't have an opening balance.

Note

Opening Balance entry isn't obvious until you click in it. You must move out of the entry
by clicking somewhere or by pressing Tab or Enter before clicking Next or your entry will
be discarded.

» Use Existing appears only when you've started the New Account Hierarchy Setup Assistant from the
Action menu. It indicates whether an account already exists. It's not editable.

. Finish account setup is the last screen and gives you a final option to cancel the process, back up to
change something, or apply to confirm your choices. If you're creating a new book, GnuCash will
present adialog to select a backend and either afile to save it or database server, database name, and
credentials to create a MySQL or PostgreSQL database if GnuCash was built with those features and
you have the necessary dependenciesinstalled.

Warning

If you choose to cancel, any selections you have made up to this point will be lost.
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Tip of the Day

GnuCash provides a Tip of the Day screen to give helpful hints for using the program:

Figure2.2. TheTip of the Day

GnuCash Tip Of The Day x

Tip of the Day:

The GnuCash developers are easy to contact. As well as
several mailing lists, you can chat to them live on IRC!
Join them on #gnucash at irc.gnome.org

(] Show tips at startup

Back Forward Close

Thisimage shows the Tip of the Day.

These tips provide useful information for beginning users. To view more of the tips, click Forward to
continue. If you do not wish to see this screen box on start-up, deselect the box next to Show tips at startup.
When you have finished viewing the helpful tips, click Close to close the Tip of the Day screen.

Account Tree Window

Y ou should now see the Accountswindow, which appears as shown below. The exact layout of the account
tree will depend on which default accounts you sel ected during the New Account Hierarchy Setup. In this
example, the Common Accounts are shown.
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Figure 2.3. The basic accountsrelationships

Examplel.gnucash - Accounts - GnuCash x

File Edit View Actions Business Reports Tools Windows Help

= R @

ém Accounts
v fm Assets Asset Euro £10,000.00
w im Current Assets Asset Euro €£10,000.00
@ Cash in Wallet Cash Euro €0.00
m Checking Accou Bank Euro £€0.00
m Savings Accouni Bank Euro £€10,000.00
» i@ Equity Equity Euro €10,000.00
» % Expenses Expense Euro €0.00
» ¢m Income Income Euro £€0.00
) ¢m Liabilities Liability Euro €0.00

€, Grand Total: Net Assets: €10,000.00 Profits: €0.00 -

This image shows the Accounts window.

The Account Tree window (also known as a Chart of Accounts, or CoA) provides an overview of the data
contained in the current file. It contains alist of account names and their current balances.

From this window, you can open the register of any account either by double-clicking the account name,
right clicking the account name and sel ecting Open Account from the menu, or by using the Open button on
thetoolbar. GhuCash allowsyou to have as many account registers open asyou wish. For moreinformation
on using account registers, see the section called “Account Register Window”.

Tip
Clicking the small triangle to the left of an account that has children will expand the tree view

showing child accounts.

At the top of thiswindow is the Titlebar, which displays the file name for this set of accounts (once you
have saved the file.) Below that is the Menubar. Y ou can access the menu options by either clicking on
these menu headings or by using shortcuts and access keys (see the section called “ Menu Shortcuts”). Next
isthe Toolbar, which contains buttons for the most common functions.

The account tree appears below the Toolbar. Once you have started creating accounts, the account names
will appear in the account tree. You can customize which headings show up by using the small down-
arrow at the far right just above the account tree.

At the bottom is the Satusbar, which tells you information about what you own (Net Assets) and how
much money you have made (Profits).

Account Register Window

Account Register windows are used to enter and edit your account data. As the name suggests, they |ook
similar to a checkbook register.
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Figure 2.4. The Checking Account Register

grashdata_t - Checking

Fla Edit Miew Tansaction Actions Business Reports Bals Windows Help
B x i + X 2 = o
Save Close Duplicats  Dalate Erter  Cancel Blank Spit Jump  Scheduls
#i Accounts | it Chacking
[Data Hum T | Transfar R [Deposit [withdrawal [ Balance
06103106 Transfere Maney | Assets:Savings | ¥ | 100.00 678,79
O6/03/06 | 104 ABC Hardware Split Transaction ¥ 1d0.090 5T76.75
1403106 Emnployers A Us | - Splt Transaction - [ y | &70.00 124578
24/03/06 Transfer Money AssetsSawngs | y 500.00 1,745.75
25/03/06 ATM Withdrawal | AssetsiCash | y 100.00| 164678
28/03/06 Internet Subscription Expensesintennet | y 20.00 1,626.75
28/03/06 | 102 | Light Comnpany | Expenses:Electricity | ¥ 78.00( 155178
28/03/06 | 103 Phone Company Expenses:Phone | y 4500 1,508.75
28/03/06 | 104 | April Rent | Expensesfent | y 3s0.00| 115678
3103106 Sanice '_h:rge Expenses Senace L'h:l'ql: ¥ 500 1,151.7%
28/04/06 May Rerd | Expensesfent | n ssoo0|  eo1Te
05/0%/06 Partial Payment of visa Bill Liabdities:visa | n 300.00 0175 |F
present:LISD 115178 Future:i/S0 SDL.78 Cleared:USD L451.78 Aeconciled: USD 145179 Projected Minimurn: USD 50178
Teasday 18 April 2006

Thisimage shows the Checking Account - Register with several transactions.

the section called “Transactions” explains more about account register windows and how to enter data
into them. For now, note that the parts of an account register window are similar to the parts of the ac-
count tree window described earlier. The Titlebar at the top contains the account name. Below that, the
Menubar contains menu options related to the account register. Toolbar buttons simplify common data
entry functions. The Satusbar at the bottom of the window, displays some account balances covered inthe
section called “Transactions’. At the bottom of the account register window, information appears about
the current location of the cursor.

Note

In the register windows, you can resize the various columns that GnuCash displays, but keep in
mind that the Description and Balance columns behave differently from other columns.

The Description column is designed to expand automatically to fill all unused horizontal screen
space. Therefore you should set thewidthsof al your other columns before setting the Description
column width.

The Balance column must be resized by double-clicking on the column heading.

Toolbar Buttons

Both the account tree window and the account register window contain Toolbar buttons. These buttons
provide quick access to common functions such as Save and Open in the account tree window and Record
and Delete in the account register window. If you are not sure what a button does, move the mouse pointer
over that button, and you should see a description of the function appear.

Here isa summary of the account tree window buttons:

Account tree window buttons
Save

Save the current file to disk
Close

Close the current notebook page

19



The Basics

Open, Edit, New and Delete
These are functions related to accounts. They are discussed in the section called “ Accounts’.

Register-specific buttons are discussed in the section called “ Transactions’.

Tab Bar

GnuCash uses atabbed model that allowsyou to open multiple account registers and reports simultaneous-
ly. Each open window (which can include account registers, reports, or Scheduled Transactions windows)
is given atab on this bar that you can click to view that window. Tabs can be configured in Preferences
to appear along any side of the GnuCash window.

To seethe full name for atab, hover the mouse pointer over an account window tab. If more tabs are open
than can be displayed across the window, some tabs will not display.

Tip
1. You can move through all tabs by clicking the arrows on either end of the tab bar.

2. You can also change the alignment of the tab bar by changing the Tab Position in The Pref-
erences window, Windows tab [https://www.gnucash.org/docs/vnone/C/gnucash-manual /set-
prefs.html#prefs-window].

3. A completelist of tabs can be viewed by right-clicking the Tab Bar and any tab can be selected
by clicking it.

Menu ltems

The account tree window and the account register window both contain menu headings in a Menubar.
Clicking on a menu heading brings up the menu items for that heading.

You can click on the account tree menu headings and then move the mouse pointer over the menu items
to see what they do. Asthe pointer moves over amenu item, a description of the item appearsin the lower
left-hand corner of the window (inside the Satusbar). To select amenu item, click onit.

Y ou can also access the most common menu itemsin awindow by right-clicking the mouse anywherein
that window. In the account tree window, thiswill bring up alist of account items. In the account register
window, thiswill bring up alist of transaction items.

Other ways of accessing menu items are through keyboard shortcuts and access keys, described next.

Menu Shortcuts

All of the menu items have access keys which are marked by underlined characters in the menu names.
Pressing the Alt key with the underlined character in the menu heading will bring up the menu items for
that heading. Oncethe menuitemsare displayed, type the underlined character in the menu itemto activate
it. For example, typing Alt+F in the main window brings up the File menu, then typing S will save the
file. Access keys are fixed and cannot be changed by users.

Some of the more commonly used menu items al so have shortcut keysthat directly activate the command
without having to traverse the menu structure. These shortcuts typically use the Ctrl key, although they
can use any key combination. Menu shortcuts are displayed at the end of each menu item.
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Storing your financial data

Overview

GnuCash offers severa formats for storing your financial data. The default file storage format is XML,
while SQL storage is available in SQLite, MySQL, and PostgreSQL formats. Users can choose a file
format for new filesfrom File - Save and for existing filesfrom File - Save As... dialogs.

The XML storage format isatext filethat by default is compressed, which isapreferencethat is set at Edit
- Preferences General Compress files. SQLite storage is also available, and stores your datain asingle
file on your system, like the XML format. However, internally, an SQL.ite file is managed as a database.
The MySQL and PostgreSQL storage options require accessto a MySQL or PostgreSQL database server
and the installation of additional database drivers on your machine.

Tip

Users can change the format at any time by using File . Save As... . Thiswill create a copy of
the datafile in the selected format.

Storage Comparison and Recommendations

Each storage format has benefits and shortcomings that users should consider for their needs and abilities.
See the Storage Comparison below for further details.

The XML format isthe most stable and established, and for thisreason, it isrecommended for most users.
SQL storage was added for the 2.4 release and has become an increasingly popular choice for users. The
SQL.ite format allows users to realize the benefits of SQL storage without the overhead of installing or
managing a full DBMS. MySQL and PostgreSQL require the installation of MySQL and PostgreSQL
DBMS, respectively, and are best maintained only by experienced database administrators.

Note

Use of a SQL back end for storage implies to many that GnuCash has fully implemented DBMS
features, including multi-user and incremental data manipulation. However, GnuCash does not
currently implement these features, although it is along term goal of the development team.

Storage Comparison Table

Table 2.2. Storage Comparison

XML SQLite MySQL \ PostgreSQL
Availability Built-in Depends on packaging 2
File extension gnucash N/A P
Additional software None MySQL ‘ PostgreSQL
Additional exper- None Database Administrator
tise
Compression gzip N/A
File Save On command On commit
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XML SQLite MySQL PostgreSQL
Multi-user No No No No

#The SQL backends rely on additional packages. These are included in the macOS and Microsoft Windows application bundles and
installed automatically by GnuCash's flatpak installer. Linux distribution users may need to explicitly install the one they want with
their package manager. L ook for a package named something like libdbd-sqlite3, libdbd-mysgl, or libdbd-pgsql for SQLite3, MySql,
and Postgresgl respectively.

bMySQL and PostgreSQL place data within their own storage system.

Creating a file

To create a new GnuCash file do the following:

1. From the GnuCash Menubar, choose File . New File . The New Account Hierarchy setup assistant
will start.

Note

If you are running GnuCash for the first time, you will be presented with the Welcome to
GnuCash! screen. This screen is described in detail in the GnuCash manual.

2. Set your preferences in the assistant and move through the screens with the Forward, Cancel and Pre-
vious buttons.

Saving data

Follow these steps to save the file under your preferred name:

1. Choose File - Save As... from the Menubar or select the Save Toolbar button. GnuCash will bring up
the save window.

2. Select the Data Format of the file you are saving from the drop down list. The default selection is xml
but if you have set up a database back end you can change to that format.

Depending on the selected Data Format the window can change as described in the following.

3. « If you selected xml or sglite3 you will see a screen like this:
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Figure 2.5. Save screen when xml or sglite3 is selected.

Save As... X

Data Format: xml -

File

Name: | Examplel|

£t Home 4 fi¥john | Accounts | » 3

[ gnucash-build

[ Documents
[ Music

[ Pictures
[m Videos

[ Downloads

+ Other Locations

Cancel Save As

This image shows the Save screen when the selected Data Format is xml or sglite3.

Type your chosen filename in the Name field. It is not necessary to specify an extension when you
write the file name. GnhuCash will automatically add the extension . gnucash to thefile.

Note

The. gnucash extension wasintroduced in the 2.3 series of GnuCash. For already existing

files, the extension will never be changed. So if you open an existing file named Myol d-

fil e, that name won't be changed if the file is saved. Y ou might use the Save As... com-

mand and give the file anew namein order to have it saved with the extension. gnucash.
Select the path where the file will be saved by browsing the tree in the lower panes.

Tip

Click on the Create Folder button to create a new folder with a custom name in the selected

path.

* If you selected mysqgl or postgres Data Format, you will see a screen like this:
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Figure 2.6. Save screen when mysqgl or postgresis selected.

Save As... x
Data Format: mysql v
Database Connection
Host localhost

Database | gnucash

Username

Password

Cancel Save As

This image shows the Save screen when the selected Data Format is mysgl or postgres.

Enter in thiswindow the Database Connection information: Host, Database, Username and Password.
Warning

Saving to mysgl or postgres requires the proper permissions in that database, that is you
need to have the permissions to create a new database with the given database name, or you
need to have write access to an existing database with the given database name.

4. Click the Save As button to save thefile.

If you are keeping track of finances for a single household, you need only one file. But if you are also
tracking business finances or want to keep data separate for some reason, then you will need more than
onefile.

Before ending each GnuCash session, be sure to save your data changes using File - Save or the Save
Toolbar button.

Note

Asi it is very important to save your data frequently to avoid losing them for whatever reason,
GnuCashisableto automatically savethe opened file every acertain amount of time. Thisinterval
can be set inthe General tab under Edit . Preferences ( GnuCash -. Preferences on mac OS). Keep
in mind that this option is relevant only if you are saving in XML format. If you are working
with a database, the Save button and the Save menu entry will be grayed out because changes
are stored right away.

Opening data
To open an existing file or database, select File . Open from the menu. In the window that will open,

select the Data Format. If you selected File choose the file you want to open by browsing the foldersin
the lower panes. Else, enter the required Database Connection information.

Tip

GnuCash keeps alist of the recently opened files. Open the File menu and you will seelisted the
names of recently opened files. Click on the one you want to load to open it.
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Duplicating an Account Hierarchy

In some cases, it might be useful to duplicate the structure of an existing datafilein anew file. For example,
you might want to try out new accounting techniques without corrupting your actual accounting data, or
you might need to follow accounting guidelines that require you to close your books at the end of the year
and begin each year with afresh set of books.

GnuCash allows you to create an empty copy of your Chart of Accountssimply by selecting File —. Export
- Export Accounts. When you select this command, you are asked to provide the name for the new empty
file, and GnuCash creates a new data file that contains only your account hierarchy (that is, there is no
transaction data). Once saved, the new file can be opened like any other GnuCash data file as described
above.

Backing Up and Recovering Data

GnuCash creates several types of files to help ensure that your datais not lost. If you look in the folder
whereyour saved fileresides, you may see other files generated by GnuCash with thefollowing extensions:
. gnucash,. | og,. LCK,. LNKinthe same directory asyour primary datafile. What each of thesefiles
does is presented below.

Note

The following sections are relevant only if you are saving your financial datain the XML format

$1s

nyfile.gnucash

nyfile.gnucash. 20100414185747. gnucash
nyfile.gnucash. 20100414223248. | og
nyfile.gnucash. 20100415114340. gnucash
nyfile.gnucash. 20100415154508. | og
nyfile.gnucash. 20100415173322. gnucash
nyfile.gnucash. 20100415194251. | og
nyfile.gnucash. 7f 0982. 12093. LNK
nyfile.gnucash. LCK

Backup file (.gnucash)

Each time you save your datafile, a backup copy will also be saved with the extension . YYYYMVDDHH-
MVBS. gnucash. Thisbackup fileis acomplete copy of your previous datafile, and the filename format
refersto the datafile, year, month, day and time of the backup. For example, thefilenamenyfi | e. ghu-
cash. 20100414185747. gnucash indicates thisis a backup copy of thefilenyfi | e saved in the
year 2010, April 14, at 6:57:47 p.m.

To restore an old backup file, simply open the . YYYYMVDDHHMVSS. gnucash file with the date to
which you wish to return. Be sure to save this file under a different name.

Note

. YYYYMVDDHHMVES. xac instead of the actual extension . YYYYMVDDHHMVES. gnucash.
So if you upgrade from the 2.2 series to the 2.4 series, you may end up with both . YYYYMVD-
DHHMVBS. xac and . YYYYMVDDHHMVES. gnucash backup filesin your directory.
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Log file (.log)

Each time you open and edit a file in GnuCash, GnuCash creates alog file of changes you have made to
your datafile. Thelog file uses asimilar naming format as the backup files: . YYYYMVDDHHMVSS. | og.
Log files are not a full backup of your data file - they simply record changes you have made to the data
filein the current GnuCash session.

In case you exit GhuCash inadvertently, possibly due to a power outage or a system wide crash, it is
possible to recover most of your work since the last time you saved your GnuCash file using thislog file.
Thisisthe procedure:

1. Open thelast saved GnuCash file.

2. Goto File - Import - Replay GnuCash .log file and select the one .log file with the same date as the
saved file you just opened. Make sure that you picked the right .log file, or you will possibly wreak
havoc in your accounts.

Log replaying will recover any transaction affecting the balance entered since the last save, including those
created from scheduled transactions and business features (invoices, bills, etc.).

Warning

Changes to the schedul ed transactions, invoices or billsthemselves are NOT recovered, and their
transactions that were recovered may not be properly associated with them, and should thus be
double-checked. Especially for business transactions, you may have to delete and re-create some
of them. If you do not, although the balance will be correct, some reports may not.

Lock files (.LNK and .LCK)

You may occasionally see. LNK and . LCK files appear. These do not store any data, but they are created
to prevent more than one user from opening the same file at the same time. These files are automatically
created when you open the file, to lock it so no one else can access it. When you close your GnuCash
session or open another file, GhuCash unlocks the first datafile by deleting the . LCK and . LNK files.

If GnuCash crashes while you have a data file open, the . LCK and . LNK files are not deleted. The next
timeyou try to open GnuCash, you will get awarning message that thefileislocked. Thewarning message
appears because the . LNK and . LCK files are still in your directory. It is safe to choose Y es to open the
file, but you should deletethe. LNKand . LCK files (using aterminal window or your file manager). Once
those files are deleted, you will not get the warning message again unless GnuCash crashes.

File Management

So which files should you keep around? Keep your main datafile, of course. It' sagood ideato keep some
of the more recent . YYYYMVDDHHMMES. gnucash backup files, but you can safely delete the . | og
files since they are not compl ete copies of your data.

Note

If you upgraded from a GnuCash version prior to 2.4, you may aso have backup filesin the old
. Xac format. For these files you can apply the same principle described above for . YYYYMVD-
DHHMVSS. gnucash backup files.

Youshouldalsodeleteany . LCKand . LNK filesthat you see after closing GnuCash. If you decide to back
up your data file to another disk manually, it's enough to back up the main data file - not the . YYYYM
MDDHHMVES. gnucash backup files.

26



The Basics

Note

By default GnuCash will automatically deleteany . | og and . YYYYMVDDHHWVSS. gnucash
backup filesthat are older than 30 days. Y ou can change this behavior in the GnuCash preferences
in the General tab under Edit - Preferences ( GnuCash - Preferences on macOS).

Migrating GnuCash data

Sometimes you may need to move your financial data and GnuCash settings to another machine. Typical
use cases are when you buy a new computer or if you want to use the same settings over two different
operating systemsin adual boot configuration.

Migrating financial data

Migrating GhuCash financial data is as ssmple as copying . ghucash files with a file manager if you
know where they are saved. If you can’'t remember where afileis stored but you can open it directly within
GnuCash, saveit in the desired path from within GnuCash.

All other filesin the folder are either backups or log files. It won't do any harm to copy them too, but it's
not likely to do any good, either.

Migrating preferences data

Preferences are stored in three different locations: one for GnuCash preferences, one for reports, and one
for online banking settings. Preferences are managed by gsettings, reports are managed by GnuCash itsdlf,
and online banking is managed by agbanking. If you do not use online banking, then you will not have
this folder on your machine.

Where the GnuCash preferences are stored varies depending on your operating system (see Table 2.3,
“Application Settings Locations’, Table 2.4, “ Saved Reports Locations’, and Table 2.5, “Online Banking
Settings Locations’). To back up and transfer your entire installation, you must copy these preferences
aswell.

Table 2.3. Application Settings L ocations

Operating system folder

Unix GnuCash preferences are stored in dconf. You can
use the commands dconf dump /or g/gnucash/ on
the old machine and dconf load /or g/gnucash/ on
the new machine to migrate your preferences.

macOS ~/ Li brary/ Pref erences/ gnu-
cash. pli st
W ndows The preferences are stored in the W ndows

registry HKEY_CURRENT_USER/ sof t -
war e/ GSet ti ngs

Table 2.4. Saved Reports L ocations

Operating system folder

Unix ~/ .1 ocal / shar e/ gnucash/ @
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Operating system folder

macCS ~/ Li brary/ Application Support/gnu-
cash

W ndows Docunents and Settings/ User -
nane/ . gnucash or User s/ User -
nane/ . gnucash

8Jp to GnuCash 2.6.21 it was~/ . gnucash/

Table 2.5. Online Banking Settings L ocations

Operating system folder

Unix ~/ . agbanki ng

macOS ~/ . agbanki ng

W ndows Docunents and Settings/ User -
nane/ . agbanki ng

Note

On Unix and mac GS, these folders will generally not display in the file manager. Y ou must set
the file manager to show hidden files and folders to see them.

Tip
On Unix and nac S, the ~ symbol means the hornre folder.

Putting It All Together

Note

This section begins atutorial that will continue throughout this book. At the end of each chapter,
you will see aPutting It All Together section that walks you through examples to illustrate con-
cepts discussed in that section. Each Putting It All Together section builds on the previous one,
so be sure to save your file for easy access.

Let’'s get started!
1. First, let’s create a file to store your real data. Open GnuCash and select File - New File from the

Menubar. This will start the New Account Hierarchy Setup assistant that allows you to create several
accounts at once.

Note

If you are running GnuCash for the first time, you will be presented with the Cannot find
default values screen which is described in details in the GnuCash manual.
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Figure 2.7. New Account Hierarchy Setup: Introduction

Cancel New Account Hierarchy Setup Next

New Account Hierarchy Setup
New Book Options

Choose Currency

Choose accounts to create
Setup selected accounts

Finish Account Setup

This assistant will help you create a set of GnuCash accounts for your assets (such as investments,
checking or savings accounts), liabilities (such as loans) and different kinds of income and expenses you
might have.

You can pick a set of accounts here that seem close to your needs. After the assistant completes you
will be able to add, rename, modify, and remove accounts, at any time later on. You will also be able to
add sub-accounts, as well as move accounts (along with their sub-accounts) from one parent to another.

Click 'Cancel' if you do not wish to create any new accounts now.

This image shows the first screen of the New Account Hierarchy Setup assistant.

The first screen of the assistant gives you a description of what the assistant does. Click the Forward
button to proceed to the next screen.

2. In the second screen, set the New Book Options on the different tabs, then press the Forward button.
Y ou can also update these options later using File - Properties . For details of these options, see the
GnuCash Manual, chapter Customizing GnuCash, Book Options.
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Figure 2.8. New Account Hierarchy Setup: Book Options

E ~ New Book Options VoA @

ccount Hierarchy Setup

Accounts
New Book Options
Choose Currency Use Trading Accounts
2 accounts to create Day Threshold for Read-Only Transactions (redline) | 0

Setup selected accounts Use split Action Field for Number

Finish Account Setup

Reset defaults

Cancel Back Next

Thisimage showsthe second screen of the New Account Hierarchy Setup assistant where you select the Book Options.

3. Inthethird screen, select the currency to use for the new accounts from the dropdown list. Then press
the Forward button.

Note

The currency you select here, will be assigned to al the accounts created in this assistant.
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Figure 2.9. New Account Hierarchy Setup: Currency Selection

Cancel Back Choose Currency Next

New Account Hierarchy Setup Please choose the currency to use for new accounts.

New Book Options EUR (Euro) s
Choose Currency

Choose accounts to create

Setup selected accounts

Finish Account Setup

Thisimage shows the third screen of the New Account Hierarchy Setup assistant where you select the Currency.

4. Inthefourth screen select the Common Accounts group in the Categories pane. Then press the Forward
button to proceed.

Note

If you want, you can select one or more of the predefined account-groups here. For more
information on account types, see the section called “ GnuCash Accounts’.
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Figure 2.10. New Account Hierarchy Setup: Account Selection

Cancel Back

Choose accounts to create

Next Finish

New Account Hierarchy Setup
New Book Options
Choose Currency

Choose accounts to create
Categories

Setup selected accounts Selected

Account Types -
A Simple Checkbook

Business Accounts

Finish Account Setup

Car Loan

CD and Money Market
Childcare Expenses
Education Loan

Fixed Assets

Home Mortgage Loan

Homeowner Expenses

Investment Accounts

Select All Clear All

Select categories that correspond to the ways that you foresee you will use GnuCash. Each category
you select will cause several accounts to be created.

Note: the selection you make here is only the starting point for your personalized account hierarchy.
Accounts can be added, renamed, moved, or deleted by hand later at any time.

Accounts in 'Common Accounts'

- @ Assets
~ ¢ Current Assets
fm Cash in Wallet
fi Checking Account
i Savings Account
v it Equity
i Opening Balances
i Expenses
m Adjustment
@@ Auto
fm Fees
m Gas
o Parking
o Repair and Maintenance
¢ Bank Service Charge
¢ Books
fm Cable
fm Charity

5 Clathac

This image shows the fourth screen of the New Account Hierarchy Setup assistant where you choose the various

Accounts.

5. Inthefifth screen you will be ableto set an Opening Balance on each of the accounts, aswell asindicate
if the account should be a Placeholder. Asthese features will be described in next chapters, leave all as
configured by GnuCash and click Forward to open the last screen of the assistant.
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Figure 2.11. New Account Hierarchy Setup: Account Setup

Cancel Back Setup selected accounts Next

New Account Hierarchy Setup

. If you would like to change an account's name, click on the row containing the account, then click on
New Book Options the account name and change it.
Choose Currency Some accounts are marked as "Placeholder”. Placeholder accounts are used to create a hierarchy of
accounts and noermally do not have transactions or opening balances. If you would like an account to be

Choose accounts fo create a placeholder account, click the checkbox for that account.

Setup selected accounts . . . .
If you would like an account to have an opening balance, click on the row containing the account, then
Finish Account Setup click on the opening balance field and enter the starting balance.

Note: all accounts except Equity and placeholder accounts may have an opening balance.

Account Name v Type Placeholder Opening Balance
- o Assets Asset (v

v fm Current Assets  Asset

@ Cash in Wallet Cash

s Checking Accou Bank ]

% Savings Accouni Bank

D&

- fi Equity Equity 4 zer
i Opening Balances Equity )] Zert
~ fm Expenses Expense 4
o Adjustment Expense [
- fi Auto Expense O
tm Fees Expense O
é Gas Expense O
m Parking Expense [

This image shows the fifth screen of the New Account Hierarchy Setup assistant where you can set Opening Balance.

6. Inthe last screen of the assistant, click Apply to create all the accounts and leave the assistant.
Figure 2.12. New Account Hierarchy Setup: Finish

Cancel Back Finish Account Setup Apply

New Account Hierarchy Setup
New Book Options

Choose Currency

Choose accounts to create
Setup selected accounts

Finish Account Setup

Press "Apply' to create your new accounts. You will then be able to save them to a file or database.
Press "Back' to review your selections.

Press "Cancel' to close this dialog without creating any new accounts.

Thisimage shows the last screen of the New Account Hierarchy Setup assistant.
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7. After pressing Apply in the previous window, you will be presented with the save dialog. Select the
XML DataFormat, Namethefileasgcashdat a_1, select thefolder whereto savethefile (remember
it as the data file will be used in the tutorials throughout this manual), and finally press the Save as
button.

Y our main window should now look something like this:

Figure 2.13. Tutorial: Starting Account View of the Test File

ﬁg ~ tutoriall.gnucash - Accounts - GnuCash VA Q
File Edit View Actions Business Reports Tools Windows Help
= = B & @ @
Mew Invoice.. Open  Edit Mew Delete
fm Accounts
) il Assats Asset Euro Assets €000 #
b @ Equity Equity  Euro Equity 000 @
b f@ Expenses Expense Euro Expenses €000 (4
) f@ Income Income  Euro Income £0.00
b fm Liabilities Liability ~ Euro Liabilities £0.00
£, Grand Total: Met Assets; €0.00 Profits: €0.00 -

This section discusses some useful concepts for organizing your accounts. Since GnuCash does not im-
pose any specific account tree layout, you are free to design your account structure in any manner you
wish. However, there are afew basic accounting concepts which you will probably want to follow when
designing your accounts to maximize their utility.

Basic Accounting Concepts

Aswe saw inthe previous chapter, accounting isbased on 5 basic account types: Assets, Liabilities, Equity,
Income and Expenses. We will now expand on our understanding of these account types, and show how
they are represented in GnuCash. But first, let’s divide them into 2 groups, the balance sheet accounts
and the income and expense accounts. As the name says the balance sheet accounts can be summarized
in the balance of what you own and owe at a point in the time, while the income and expense accounts
can be summarized in the Profit & Loss report, which shows the change of valuesin a period of time like
the economic year.

Let's have aquick look at the Accounting Equation (Assets - Liabilities = Equity + (Income - Expenses))
again as areminder, before we go deeper into each account type.
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Figure 2.14. The basic accountsrelationships

Equity
( Assets - Liabilities)
[ Assets ] [Liabilities

Positive Value Negative Value

] Expenses

A graphical view of the relationship between the 5 basic accounts. Net worth (equity) increases through income and
decreases through expenses. The arrows represent the movement of value.

Balance Sheet Accounts

The three so-called Balance Sheet Accounts are Assets, Liabilities, and Equity. Balance Sheet Accounts
are used to track the things you own or owe.

Assets is the group of things that you own. Your assets could include a car, cash, a house, stocks, or
anything elsethat has convertible value. Convertible value means that theoretically you could sell theitem
for cash.

Liabilities is the group of things on which you owe money. Y our liabilities could include a car loan, a
student loan, a mortgage, your investment margin account, or anything else which you must pay back at
sometime.

Equity is the same as "net worth." It represents what is left over after you subtract your liabilities from
your assets. It can be thought of as the portion of your assets that you own outright, without any debt.

Income and Expense Accounts

The two Income and Expense Accounts are used to increase or decrease the value of your accounts. Thus,
while the balance sheet accounts simply track the value of the things you own or owe, income and expense
accounts allow you to change the value of these accounts.

Income is the payment you receive for your time, services you provide, or the use of your money. When
you receive apaycheck, for example, that check isapayment for labor you provided to an employer. Other
examples of income include commissions, tips, dividend income from stocks, and interest income from
bank accounts. Income will always increase the value of your Assets and thus your Equity.

Expense refers to money you spend to purchase goods or services provided by someone €else for early
consumption. Examples of expenses are ameal at a restaurant, rent, groceries, gas for your car, or tickets
to see a play. Expenses will always decrease your Equity. If you pay for the expense immediately, you
will decrease your Assets, whereasif you pay for the expense on credit you increase your Liabilities.

GnuCash Accounts

Thissection will show how the GnuCash definition of an account fitsinto the view of the 5 basic accounting
types.

But first, let’s begin with a definition of an account in GnuCash. A GnuCash account is an entity which
contains other sub-accounts, or that contains transactions. Since an account can contain other accounts,
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you often see account treesin GnuCash, in which logically associated accounts are grouped together within
acommon parent account.

A GnuCash account must have a unique name (that you assign) and one of the predefined GnuCash “ac-
count types’. There are atotal of 12 account types in GnuCash. These 12 account types are based on the
5 basic accounting types; the reason there are more GnuCash account types than basic accounting types
is that this allows GhuCash to perform specialized tracking and handling of certain accounts. There are
6 asset accounts (Cash, Bank, Stock, Mutual Fund, Accounts Receivable, and Other Assets), 3 liability
accounts (Credit Card, Accounts Payable, and Liability), 1 equity account (Equity), 1 income account
(Income), and 1 expense account (Expenses).

These GnuCash account types are presented in more detail below.

Balance Sheet Accounts

The first balance sheet account we will examine is Assets, which, as you remember from the previous
section, refers to things you own.

To help you organize your asset accounts and to simplify transaction entry, GnuCash supports several
types of asset accounts:

1. Cash Usethisaccount to track the money you have on hand, in your wallet, in your piggy bank, under
your mattress, or wherever you choose to keep it handy. Thisis the most liquid, or easily traded, type
of asset.

2. Bank Thisaccount is used to track your cash balance that you keep in institutions such as banks, credit
unions, savings and loan, or brokerage firms - wherever someone else safeguards your money. Thisis
the second most liquid type of account, because you can easily convert it to cash on hand.

3. Stock Track your individual stocks and bonds using this type of account. The stock account’s register
provides extra columns for entering number of shares and price of your investment. With these types
of assets, you may not be able to easily convert them to cash unless you can find a buyer, and you are
not guaranteed to get the same amount of cash you paid for them.

4. Mutual Fund Thisissimilar to the stock account, except that it isused to track funds. Its account register
provides the same extra columns for entering share and price information. Funds represent ownership
shares of avariety of investments, and like stocks they do not offer any guaranteed cash value.
GnuCash treats account types Stock and Mutual Fund the same.

5. Accounts Receivable (A/Receivable) Thisistypically abusiness use only account in which you place
outstanding debts owed to you. It is considered an asset because you should be able to count on these
funds arriving.

Transactions involving an Accounts Receivable account should not be added, changed or deleted in
any way other than by using

* post/unpost hill/invoice/voucher or
* process payment

6. Asset No matter how diversethey are, GnuCash handles many other situations easily. The account type
“Asset”, covers all assets not listed above.

GnuCash treats account types Cash, Bank and Asset the same.
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Accounts are repositories of information used to track or record the kinds of actions that occur related
to the purpose for which the account is established.

For businesses, activities being tracked and reported are frequently subdivided more finely than what
has been considered thus far. For a more developed treatment of the possibilities, please read the de-
scriptions presented in Chapter 15, Other Assets of this Guide.

For personal finances a person can follow the business groupings or not, as they seem useful to the
activities the person is tracking and to the kind of reporting that person needs to have to manage their
financial assets. For additional information, consult Chapter 15, Other Assets of this Guide.

The second balance sheet account is Liabilities, which as you recall, refers to what you owe, money you
have borrowed and are obligated to pay back some day. These represent the rights of your lendersto obtain
repayment from you. Tracking the liability balances lets you know how much debt you have at a given
point in time.

GnuCash offersthree liability account types:

1.

Credit Card Use thisto track your credit card receipts and reconcile your credit card statements. Credit
cards represent a short-term loan that you are obligated to repay to the credit card company. Thistype
of account can aso be used for other short-term loans such as aline of credit from your bank.

. Accounts Payable (A/Payable) This is typically a business use only account in which you place bills

you have yet to pay.

Transactions involving an Accounts Payable account should not be added, changed or deleted in any
way other than by using

* post/unpost bill/invoice/voucher or

* process payment

. Liability Usethistype of account for all other loans, generally larger long-term |oans such asamortgage

or vehicle loan. This account can help you keep track of how much you owe and how much you have
already repaid.

GnuCash treats account types Credit Card and Liability the same.
Tip

Liabilities in accounting act in an opposite manner from assets: credits (right-column value en-
tries) increase liability account balances and debits (left-column value entries) decrease them.
(See note later in this chapter)

The final balance sheet account is Equity, which is synonymous with “net worth”. It represents what is
left over after you subtract your liabilities from your assets, so it is the portion of your assets that you
own outright, without any debt. In GhuCash, use this type of account as the source of your opening bank
balances, because these balances represent your beginning net worth.

There is usually only a single GhuCash equity account, called naturally enough, Equity. For companies,
cooperatives etc. you can create a subaccount for each partner.

Tip

In equity accounts, credits increase account balances and debits decrease them. (See note later
in this chapter)
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Note

The accounting equation that links balance-sheet accounts is Assets = Liabilities + Equity or
rearranged Assets - Liabilities = Equity. So, in common terms, the things you own minus the
things you owe equals your net worth.

Income and Expense Accounts

Income is the payment you receive for your time, services you provide, or the use of your money. In
GnuCash, use an Income type account to track these.

Tip

Credits increase income account balances and debits decrease them. As described in the section
called “ Accounting Concepts’, credits represent money transferred from an account. So in these
special income accounts, when you transfer money from (credit) the income account to another
account, the balance of theincome account increases. For example, when you deposit a paycheck

and record the transaction as a transfer from an income account to a bank account, the balances
of both accounts increase.

Expenses refer to money you spend to purchase goods or services provided by someone else. In GnuCash,
use an Expense type account to track your expenses.

Tip

Dehits increase expense account balances and credits decrease them. (See note later in this chap-
ter.)

Note

When you subtract total expensesfrom total incomefor atimeperiod, you get netincome. Thisnet
income is then added to the balance sheet as retained earnings, which isatype of Equity account.

Below are the standard Income and Expense accounts after selecting Common Accounts in the assistant
for creating a new Account Hierarchy (Actions . New Account Hierarchy... ).

Figure 2.15. Default 1ncome Accounts

Examplel.gnucash - Accounts - GnuCash X

File Edit View Actions Business Reports Tools Windows Help

B ol
i Accounts
~ @ Income Income Euro €0.00
¢m Bonus Income Furo £0.00
i Gifts Received Income Euro €0.00
» ﬁ Interest Income Income Euro €0.00
¢m Other Income Income Euro €0.00
fm Salary Income Furo £0.00
€, Grand Total: Net Assets: €10,000.00 Profits: €0.00 -

This image shows the standard | ncome accounts.
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Figure 2.16. Default Expense Accounts

Examplel.gnucash - Accounts - GnuCash X
File Edit View Actions Business Reports Tools Windows Help
S ol G
i Accounts
+ fm Expenses Expense Euro €0.00
f Adjustment Expense Euro £0.00
» ﬁ Auto Expense Euro €0.00
¢ém Bank Service Char Expense Euro £€0.00
¢m Books Expense Furo £0.00
§mt Cable Expense Furo £0.00
i Charity Expense Euro €0.00
¢m Clothes Expense Euro £€0.00
fm Computer Expense Euro €0.00
fm Dining Expense Euro £0.00
ﬁ Education Expense Euro €0.00
» i Entertainment Expense Euro €0.00
Expense Euro €0.00
€, Grand Total: Net Assets: €10,000.00 Profits: €0.00 -

This image shows some standard Expense accounts.

Other Account Types

There are some special other account types.

Trading Multiple currency transactions have splitsin “Trading” accounts to make the transaction balance
in each currency aswell asin total value. See Chapter 12, Multiple Currencies for more information.

Money Market and Credit Line are used only in the OFX importer, apparently for compl eteness with the
specification.

Putting It All Together

Let’s go through the process of building a common personal finance chart of accounts using the informa-
tion we have learned from this chapter. A chart of accounts is simply a new GnuCash file in which you
group your accountsto track your finances. In building this chart of accounts, the first task isto divide the
items you want to track into the basic account types of accounting. Thisisfairly simple, let’s go through
an example.

Simple Example

Let us assume you have a checking and a savings account at a bank, and are employed and thus receive
a paycheck. You have a credit card (Visa), and you pay monthly utilities in the form of rent, phone, and
electricity. Naturally, you also need to buy groceries. For now, we will not worry about how much money
you have in the bank, how much you owe on the credit card, etc. We want to simply build the framework
for this chart of accounts.

Y our assets would be the bank savings and checking account. Your liabilities are the credit card. Your
Equity would be the starting values of your bank accounts and credit card (we do not have those amounts
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yet, but we know they exist). You have income in the form of a salary, and expenses in the form of
groceries, rent, electricity, phone, and taxes (Federal, Social Security, Medicare) on your salary.

The Basic Top Level Accounts

Now, you must decide how you want to group these accounts. Most likely, you want your Assets grouped
together, your Liabilities grouped together, your Equity grouped together, your Income grouped together,
and your Expenses grouped together. This is the most common way of building a GnuCash chart of ac-
counts, and it is highly recommended that you always begin this way.

Start with a clean GnuCash file by selecting File . New File from the menu. The New Account Hierarchy
Setup assistant will start. Press Cancel to close the assistant as we don’t want to use one of the predefined
accounts structure; instead we will build a basic starting account structure from scratch. In the empty
GnuCash window select View - New Accounts Page from the menu: the Accounts tab will open. Finally
select Actions - New Account... .

Now you are ready to build this basic starting account structure

1. Account name Assets (account type Asset, parent account New top level account)
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Figure 2.17. Creating an Assets account

New Account - Assets x
General Opening Balance

Identification

Account name: Assets

Account code:

Description:

Security/currency: | USD (US Dollar) Select...

Smallest fraction: Use Commodity Value -

Account Color: Default

Notes:

Tax related [ ] Hidden

| | Placeholder

Account Type Parent Account

Bank i New top level account

Cash

o L] 1

Help Cancel Ok

Thisimage shows the dialog to create an asset account.

2. Account name Liabilities (account type Liability, parent account New top level account)
3. Account nhame Equity (account type Equity, parent account New top level account)

4. Account name Income (account type Income, parent account New top level account)
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5. Account name Expenses (account type Expenses, parent account New top level account)

When you have created thetop-level accounts, the main Account pagein GnuCash should look like below.
Figure 2.18. The Basic Top-level Accounts

Examplel.gnucash - Accounts - GnuCash x

File Edit View Actions Business Reports Tools Windows Help

= (o G
fm Accounts
b fm Assets Asset Euro €10,000.00
» it Equity Equity Euro €10,000.00
) fm Expenses Expense Euro €0.00
» @ Income Income Euro €0.00
» ¢m Liabilities Liability Euro €0.00
€, Grand Total: Net Assets: €10,000.00 Profits: €0.00 -

Thisimage shows the basic top-level accounts.

Making Sub-Accounts

You can now add to this basic top-level tree structure by inserting some real transaction-holding sub-
accounts. Notice that the tax accounts are placed within a sub-account named Taxes. Y ou can make sub-
accounts within sub-accounts. Thisistypically done with agroup of related accounts (such astax accounts
in this example).

Tip

Instead of selecting Actions - New Account... from the menu, you can alternatively create a new
sub-account of an account by right clicking on the main account’s name and selecting the New
Account... entry. This will open a dialog similar to the one depicted in the section called “The
Basic Top Level Accounts’ where the new sub-account will be already set as a child of the main
account.

. Account name Cash (account type Cash, parent account Assets)

. Account name Checking (account type Bank, parent account Assets)

. Account name Savings (account type Bank, parent account Assets)

. Account name Visa (account type Credit Card, parent account Liabilities)

. Account name Salary (account type Income, parent account Income)

. Account name Phone (account type Expense, parent account Expenses)

. Account name Electricity (account type Expense, parent account Expenses)

. Account name Rent (account type Expense, parent account Expenses)

© 00 N oo 0o~ w N P

. Account name Groceries (account type Expense, parent account Expenses)

10.Account name Taxes (account type Expense, parent account Expenses)
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11.Account name Federal (account type Expense, parent account Expenses. Taxes)
12.Account name Social Security (account type Expense, parent account Expenses. Taxes)
13.Account name Medicare (account type Expense, parent account Expenses: Taxes)
14.Account name Opening Bal ance (account type Equity, parent account Equity)

After you have created these additional sub-accounts, the end result should look like below
Figure 2.19. The Basic Chart of Accounts

Examplel.gnucash - Accounts - GnuCash x

View Actions Bus ndows He ip

Ref

B @ W @

ém Accounts
Account Name Iype Commodity Total
fm Assets Asset Euro €10,000.00
ﬁﬁ Current Assets Asset Euro €10,000.00
¢m Cash in Wallet Cash Euro £0.00
m Checking Accou Bank Euro €£0.00
i Savings Accouni Bank Euro £€10,000.00
i Equity Equity Euro €10,000.00
fm Opening Balances Equity Euro €10,000.00
» & Expenses Expense Euro £0.00
fmt Income Income Euro £0.00
ﬁﬁ Bonus Income Euro €0.00
¢m Gifts Received Income Euro £0.00
¢m Interest Income Income Euro €£0.00
i Checking Intere Income Euro £0.00
@ Other Interest Income Euro €0.00
m Savings Interes! Income Euro £0.00
¢m Other Income Income Euro €£0.00
i Salary Income Euro £0.00
fiit Liabilities Liability Euro €0.00
¢m Credit Card Credit Card Euro £0.00

£ Grand Total: Net Assets: €10 000.00 Profits: €0.00 -

Thisimage shows a simple chart of accounts.

Save this chart of accounts with the name gcashdat a_3, aswell asgcashdat a_3enpt yAcct s, as
we will continue to use them in the later chapters.

Y ou have now created a chart of accounts to track a simple household budget. With this basic framework
in place, we can now begin to populate the accounts with transactions. The next chapter will cover this
subject in greater detail.

Transactions

This chapter will give you the basic information you need to understand and use transactions in GnuCash.
Whereas accounts are the framework and structure of a chart of accounts, transactions are the data which
fills each account.
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Basic Concepts

A transaction in a double entry accounting system such as GhuCash is an exchange between at least 2
accounts. Thus, asingle transaction must always consist of at least two parts, afromand ato account. The
from account is transferring value to the to account. Accountants call these parts of a transaction Ledger
Entries. In GnuCash, they are called Slits.

A split identifies the account to which it refers, the amount of money specifically moved to or from that
account, and can contain afew other specific pieces of information if needed. GnuCash supports multiple
splitsin asingletransaction, and the splits can move money into or out of theinvolved accounts arbitrarily.

For example, you receive a paycheck and deposit it into your savings account at the bank. The transaction
that occurs is that your bank savings account (an asset) received money from your income account. Two
accounts are affected, and in this case there is a net increase in your equity.

Working with transactions in GnuCash is performed using what is known as the account register. Every
account you create has an account register. It will appear familiar to you as it looks very similar to the
log used to track checkbooks.

The account register is explained in the upcoming section, the section called “ The Account Register”.

The Account Register

The account register is the window that allows you to view or edit preexisting transactions, or add new
transactions for a particular account. To open an account register from the Account Tree, double-click the
account name, right click the account name and select Open Account from the menu, or use the Open
button on the toolbar. GnuCash will display the account register window.

Features of the Account Register

The Titlebar of the account register displays the account name. Below the Titlebar, the Menubar displays
the menu items available within the account register, and the Toolbar contains handy buttons that help
you work with the account register.

At the bottom left of the register window, GnuCash displays helpful messages as you move about the
register. To the right, you can see the current account balance and the total of cleared splits.

Choosing a Register Style

GnuCash offers several options for viewing your registers. The default styleis Basic Ledger mode, which
displays only the summary of splits affecting the current account. Thisisthe style that most closely resem-
bles other popular personal financial packages. Y ou can choose a different register style from the View
menu. There are two other view modes:

* View - Auto-Split Ledger style expands the current transaction automatically. As you highlight a new
transaction in the register, the transaction automatically expands to show all splits.

* View - Transaction Journal style showsall splitsfor al transactionsin the register, which is more like
an accounting journal.

All styles permit you to view your datain either single-line or double-line format. Select View - Double
Line, and you will see your transaction line expand to two register lines. Double-line mode will aso
display the transaction-level Notesfield.

Below are screenshots that demonstrate how the Basic Ledger and Transaction Journal views differ.
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For this example, let’ s assume that you have purchased 3 pair of Jeans for $1,000, and have recorded the
purchase as a split transaction with each pair entered on a separate split.

The below screenshots illustrate the different view modes.

First let’s view the Jeans transaction from your checking account:

Figure 2.20. Purchase Of 3 Jeans In Assets:Checking
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This image shows one split transaction with 3 Jeans purchases.

Now, let’s open the Expenses: Clothes account, and look at it in Basic view.

Figure 2.21. Purchase Of 3 Jeans In Expenses.Clothes Account In Basic Ledger
Mode
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This image shows them in the Expenses. Clothes account in Basic Ledger mode.

Three entries appear here, but there was only the single split entry in the checking account. Further exam-
ination shows that each row has a different amount, $200, $300, and $500. This demonstrates that each

row in this view reflects a single split from the original transaction.

Changing to Transaction Journal mode will display only the original split transaction.

Figure 2.22. Purchase Of 3 Jeans In Expenses.Clothes Account In Transaction
Journal Mode
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This image shows the Expenses.Clothes account in Transaction Journal mode.
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Setting Column Widths

As with most spreadshest-like displays the columns in the register can be resized by left-clicking and
dragging the dividersin the header. The divider to theright of the column header controlsthe width of that
column. In GnuCash the Description and Memo columns autosize to fit the register into the window so
dragging those columns' dividers to the left will shrink the column but it will snap back when you release
it. Dragging them to the right will widen the display and put a scrollbar at the bottom of the window, but
that will persist only while the register is open. If you close it and reopen it or quit GnuCash the register
will again fill the space exactly.

Note

Many new users have trouble resizing the Balance column, in particular making it larger. Just
drag its right-hand border out of the window to grow it. Be careful, though, as there's another
column called rate whose width is set to 1 pixel to hide it (it's for internal use). Approach the
divider fromtheleft side and click as soon asthe cursor changesto adouble-headed arrow (<-|->).

I mportant

When in split mode there are different column markersin the header for split rowsand transaction
rows depending on which type of row is active. In order to adjust split column widths one must
first make a split row active; to adjust transaction line column widths a transaction row must be
active.

Column width settings except for the Description column are saved in the user's book state file and will
be restored when the register is closed and reopened.

Using Entry Shortcuts

GnuCash provides several shortcuts to speed data entry:

e Thedatefield will interpret short date entries (e.g. 2/15 or 15/2 depending on local €) to mean the month
and day in either the current year or within a sliding window encompassing a 12-month period selected
in Preferences on the Date/Time tab, and the following keyswill adjust the currently set date asfollows:
e +or =to increment the date and - or _ to decrement the date
] or } toincrement the month and [ or { to decrement the month
* M or m to enter the first date of the month
* H or h to enter the last date of the month
« Y ory to enter the first date of the year
e Rorr to enter the last date of the year
e T ort to enter today’s date

Tip

These date shortcuts not only work in the account register but everywhere you can enter adate.
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Tip

Specifically for dates there's another way you can save time: you can enter partial dates. For
exampleif you only enter one number, GnuCash will interpret it asthe day in the current month
of the current year. If you only enter aday and month, GnuCash will automatically append the
year. The default this to take such a date in a sliding window starting 11 months before the
current month. This means that if you enter 1/5 (January 5th) as date while the current date is
in December 2015, the date will be completed as 1/5/16. This default can be changed via Edit
- Preferences . Date/Time+Date Completion . You can change it to either aways evaluate a
date in the current calendar year or change the start of the sliding window.

In the Num field of the transaction line, you can type + to increment the transaction number from the
last one you typed in. Typing - will decrement the number. Thiswill also work in the Action field of the
split line, if you choose to enter split numbers there. The Action field also supports QuickFill - if you
type the first characters of a common action (such as Deposit), GnuCash will fill in the rest.

Perhaps most powerful of all, as you type in the Description field GnuCash will find previous transac-
tionsthat begin the same as your typing and offer them as completions. When you Tab with the offered
completion text shown GnuCash will copy that previous transaction and focus the Debit or Credit value
used, selected and ready for you to overwrite it with a new value.

Note

This copies the whole transaction including parts that may not be visible like Notes and Price.
Unlessyou intend to exactly duplicate thetransaction be sureto edit all fieldsthat should differ.

Tip

You can use this feature to fill in the transaction then go back to the Description field and
change the description.

The Transfer field supports QuickFill of account names. You can start typing an account name and
GnuCash will fill in the remaining part of the name. Typing the separator character at any time will
complete the current level of the account name, leaving the cursor positioned to start the next level of
account name. For example, typing A : C might complete to the Assets: Checking account. Entering
the name in sequence this way will pop up the whole account list with the predicted item selected.
Alternatively you can type any character sequence in the account name and the popup will display an
account list filtered to those accounts containing the characters typed so far. In either case you may use
the Up Arrow or Down Arrow to select an account from the popup.

In any of the amount fields, you can use a built-in calculator. Simply typeinthefirst value, followed by
+, -, *, or /, then typein the second value. GnuCash will perform the calculation and return the resulting
value to the amount field when you press the Tab key.

All of the menu items have access keys defined, and these are marked by underlined charactersin the
menu nameswhileAlt ishold. PressAlt+under | i ned char act er tobring up the menu, then select
an item by typing its underlined character. For example, typing Alt+A brings up the Actions menu, then
typing P will split the transaction. A few of the menu items also have shortcut keys that immediately
invoke the command (typically using the Ctrl key). These shortcuts are listed next to the item.

To move around the register, use these keysto save time:

e Tab to move to the next field, Shift+Tab to move to the previousfield
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* Home to move to the beginning of the field, End to move to the end of the field
* Enter or | to move to the next transaction, ; to move to the previous transaction

» Page Up to move up one screen, Page Down to move down one screen

Shift+Page Up to go to the first transaction, Shift+Page Down to go to the last transaction
In the Reconcile window you can use these keyboard shortcuts:

» Tab movesto the next box and Shift+Tab moves to the previous box

* Space bar toggles the status between reconciled and not reconciled

 ; and | navigate through the entries within the current box

Simple vs. Split Transactions

Every transaction in GnuCash has at least two splits, but a transaction can have more than two splits. A
transaction with only two splitsis called a simple transaction, since it only involves the current account
and a single remote account. A transaction with three or more accountsis called a split transaction.

When the register isin Basic view, you will see asummary of the splits affecting the current account. For
asimpletransaction, the Transfer column will display the other account from which money istransferred.
For a split transaction, the Transfer column will display -- Split Transaction --. Y ou can see the individ-
ual splits of each transaction by clicking the Split button in the Toolbar while selecting the appropriate
transaction.

For split transactions, the first line of the transaction is the transaction line. It contains a Date, optional
Num (such as a check number), transaction Description, total amount affecting the current account (Tot
Deposit here), and updated account Balance after the current transaction. Note that in the expanded view,
the Transfer column heading disappears, and there is no account name listed in that field. Thisline shows
you only asummary of the transaction’ s effect on the current account. For more detailed information, you
need to look at the individual splitsthat make up the transaction.

Note

An account register displaysatransaction when that transaction hasasplit assigned to the account.
If agiven transaction has more than one split assigned to the account, then in Basic and A uto-Split
views, that transaction will appear in the register one time for each split assigned to that account.
In Transaction Journal view, such atransaction will only appear once in the register.

The partial lines below the transaction line are the split lines, and they are separated by gray lines. Asyou
highlight one of the split lines, the column headings change to show the split-related fields:
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Figure 2.23. Salary In The Assets.Checking Account
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This image shows how split headings change.

Each split contains an optional Action, or type of split, which you can either type in or choose from a
pull-down list. The split also contains an optional Memo which describes the split. Each split affects an
Account, which can be selected from a pull-down list of your accounts. The R field indicates whether the
split has been reconciled. Thelast two columns show the amount of the split and whether money is coming
into or going out of the account.

Aswediscussed in the section called “ Accounting Concepts’, total debits (Ieft-column entries) must equal
total credits (right-column entries) for each transaction. In the example shown above, the total debits equal
the total credits, so this transaction is balanced. If you notice, the transaction line contains the same debit
amount as the Checking split line. Why is this shown twice? Because the transaction line is merely a
summary of the transaction’s effect on the current account. The same transaction in a different account
will have adifferent transaction line, one that shows the effect on that particular account. Y ou can see this
by highlighting another split line and clicking the Jump button on the Toolbar.

In this example, if you jump to the Income: Salary account, GnuCash brings up the same transaction in
the Income: Salary - Register:

Figure2.24. Salary In The Income: Salary Account
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This image shows a jump to the Income: Salary account.

Note that the transaction line total now summarizes the effect on the Income: Salary account instead of the
Checking Account, because you are looking at the Income: Salary account register. The splits are exactly
the same, but the transaction line now reflects the credit to the Income: Salary account.

Simple Transaction Example

Starting with the chart of accounts we created in the previous chapter gcashdat a_3, double click on
the Checking asset account. Let’s add a simple transaction to the checking account. When you first create
your accounts in GnuCash, it is common to start them off with an initial balance.
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In the first transaction row, enter a date (e.g.: March, 1, 2006), a description (e.g.: “Opening Balance”),
click on the Transfer pop-up menu and select Equity: Opening Balances, add a deposit value of $1,000,
and press the Enter key. The account register should now appear similar to thisfigure:

Figure 2.25. The Checking Account After Inserting The Opening Balance
Transaction
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This image shows the Assets. Checking register after inserting the opening balance transaction.

Setting the opening balances of an account is an example of asimple two account transaction. In this case,
affecting the Assets: Checking and the Equity: Opening Balances accounts.

As another example of asimple 2 account transaction, add another transaction to describe the purchase of
$45.21 worth of groceries. From within the Assets: Checking account, you would set Transfer to Expens-
es.Groceries. The account register should now appear:

Figure 2.26. The Checking Account Adding A Transaction For Groceries
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Thisimage shows Assets: Checking - Register after adding a transaction for groceries.

Split Transaction Example

The need for 3 or more splitsin atransaction occurs when you need to split either the “from” or the “to”

account in atransaction into multiple accounts. The classic example of thisiswhen you receive apaycheck.

Y our take home pay from apaycheck will typically belessthan your net pay, with the difference being due
to taxes, retirement account payments, and/or other items. Thus, the single transaction of you receiving a
paycheck involves other accounts besides simply Assets: Checking and Income: Salary.

To add the paycheck split transaction from the Assets: Checking account register window, click on a new
transaction line and click Split. Note that if you have set your register view to Auto-Split or Transaction
Journal, the splits will be opened for you. Enter the description of this transaction on the first line(e.g.
“Employers R Us"). In the split lines below this, enter the various splits that make up this transaction,
one by one. To enter the splits, first choose the account, then enter the amount by which to change the
account. Keep in mind that when in an asset account register, amounts entered in the left column increase
the account balance, while amounts entered in the right column decrease the balance (for more about this,
see the section called “ Transactions”). Tab or click the next split line and repeat the process. Note that if
you are using the keyboard to navigate the transaction, use Tab to move fromfield to field, asusing Enter
will commit the transaction and create splits to an Imbalance account.

50



The Basics

Note

When creating a transaction in GnuCash, splits can be entered in any order. However, when the
transaction is closed (either when leaving the transaction, or when pressing the Enter key), all
debit splits will jump ahead of all credit splits.

In this example, choose the deposit account (Assets. Checking) and then enter the amount that is being
deposited into it (e.g. $670). Follow this by entering the amounts for the various taxes: Expenses: Tax-
es.Federal account, $180; Expenses: Taxes: Medicare account, $90; and Expenses: Taxes: Social Security
account, $60. Finally, enter the gross total of your paycheck ($1,000 in this example) as a withdrawal
transfer from Income: Salary.

Thefinal split should look like Figure 2.27, “ Entering a split transaction”. Remember to press Enter after
finishing the entry. But you should also know that when you press Enter, the split view will be “folded”
back into asimplified transaction view. The splits are till there; you just have to click Split to view them.
See the section called “ Features of the Account Register” for details.

Figure 2.27. Entering a split transaction
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Reconciliation

Once transactions have been entered into GnuCash, it isimportant to verify that they agree with therecords
of your financial institution. Thisverification processisknown asreconciliation, and it iskey to determine
whether your records are accurate. Most commonly, you will check transactions against bank statements,
although you can use this process to verify any transaction.

GnuCash keeps track of the reconciliation status of each transaction. The reconciliation status of atrans-
actionisshown by thereconciliation R field in aregister: y indicates that atransaction has been reconciled,
nindicatesthat it has not, and c indicatesthat it has been cleared, but not reconciled. A split marked cleared
signifies that you got some kind of confirmation that the institution accepted the order (e.g. you have the
restaurant's receipt for your credit card purchase). Y ou can toggle the reconciliation status between n and
c by clicking in the R field; you can set it to y by using the section called “ Reconcile windows”.

At the bottom of the account window, there are (among others) two running balances (the cleared and
reconciled balance), and the total balance. The former balances should correspond to how much money
the bank thinks you have in your account, while the latter includes outstanding transactions.

For example, when you write a check for something, you should enter the transaction into GnuCash. The
reconciliation R field of the transaction will initially contain n (new). Y our new entry will contribute to
the total balance, but not to the cleared and reconciled balance. Later, if you got some confirmation that
the check has been cashed, you might click on the transaction’s R field to change it to ¢ (cleared). When
you do this, the cleared balance will change to include this amount. When the bank statement arrives, you
can then compare it to what you’ ve recorded in GnuCash by opening the reconciliation window. There,
you will be able to change the R field to y (reconciled).
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Note
Y ou cannot reconcile directly in aregister window by clicking in the R field. Y ou must use the

reconciliation window. Once atransaction has been marked reconciled, it can no longer be easily
changed without breaking the Starting Balance of the next reconciliation.

Warning
It isimportant to understand that reconciliation is done for a given date, and when you reconcile
an account based on a statement from a given date, you are reconciling all transactions prior

to that date. Therefore, if you add or modify transactions that predate your last reconciliation,
your reconciled balances will be thrown off.

Reconcile windows
The reconciliation windows are used to reconcile a GhuCash account with a statement that a bank or other
institution has sent you. Reconciliation is useful not only to double-check your records against those of
your bank, but also to get a better idea of outstanding transactions, e.g. uncashed checks.

To use the reconciliation windows, select an account from the account tree and click on Actions - Recon-
cile. A window like the one below will appear in which you can enter the reconcile information.

Figure 2.28. TheInitial Reconcile Window
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Statement Date: [DdlefDE ”E|

Starting Balance: $0.00
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| Enter Interest Payment... |

| Cancel || OK

Intheinitial reconcile window, some Reconcile Information need to be entered.
Statement Date
The date of the statement you will be reconciling against.
Tip

Click on the down arrow in the right of this field to open a calendar
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Starting Balance

This is a non-editable item which displays the balance from the previous reconciliation. It should
match the starting balance in your statement.

Warning

Sometimes, the starting balance in GnuCash does not match that found on your statement.
This can happen the first time you reconcile your account or when a previously-reconciled
transaction is de-reconciled or deleted.

Note

Thefirst timeyou reconcile your account, the starting balance will be 0.00, thus probably not
the opening balance of your account. When you reconcile the account, the opening balance
for the account will be included in the reconciliation, and the result should balance.

Tip
In the case when a previously-reconciled transaction is accidentally de-reconciled, you can

simply re-reconcile the transaction along with the transactions on the current statement, and
the result should balance.

The case of accidentally deleting apreviously-reconciled transaction presents more of achal-
lenge; if you cannot determine what was deleted and restore it to the register, you will have
to create a dummy transaction to get the reconciliation to finish.

Caution

While the latter case does not matter for your private accounting, you should have areally
good explanation for your auditors, if you are the accountant of a club or acompany.

Ending Balance

Thisfield should be filled with the ending balance as it appears in the statement.

Note

GnuCash automatically fills this field with the Present balance as shown in the lower part
of the account’ sregister.

Include Sub-accounts

Check this option if you want to include in the reconciliation the transactions that bel ongs to the sub-
accounts of the currently selected account. Note that all sub-accounts must be in the same commodity
as the parent for the option to be enabled.

Enter Interest Payment

Clicking this button opens a new window that allow you to enter an interest transaction to the account
to be reconciled.

Tip

The Interest Payment window might be opened automatically when you start areconciliation
for an account of the type Bank, Credit, Mutual, Asset, Receivable, Payable, and Liability. If
you want to disable this behavior for any of the previous accounts, go to the Register tab of
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the GnuCash Preferences and uncheck the Automatic interest transfer option. Alternatively,
to disable this behavior only for the selected account, press the No Auto Interest Payments
for this Account button in the Interest Payment window.

Then, click on the Ok button, and you will see the transactions listing reconcile window:

Figure 2.29. Reconcile Window
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Difference: $670.00

The transactions listing in the reconcile window.

The two panes called Funds In and Funds Out, lists al the unreconciled transactions that belongs to the
account that isgoing to be reconciled. The R columns show whether the transactions have been reconciled.

Now, examine each item on the bank statement, and look for the matching item in the Reconcile window.

If you cannot find atransaction, then perhaps you forgot to enter it, or did not know that the transaction had
happened. Y ou can use the New button on the Toolbar, or the Transaction - New menu item in the menu,
to open aregister window and enter the missing transaction. The new item will appear in the Reconcile
window when you press the Enter button in the register after entering the transaction.

When you find the item in the Reconcile window, compare the amount in the item to the amount on the
statement. If they disagree, you may have made an error when you entered the transaction in GnuCash.
You can use the Edit button on the Toolbar, or the Transaction - Edit item, to open a register window
and correct the transaction.

If theamounts agree, click ontheitem in the Reconcilewindow. A check mark will appear inthe R column
aside the selected transaction. GnuCash will automatically update the amountsin the lower right summary
pane.

Tip
You can use the up/down arrow keys to scroll to the item, the space key to mark the item as

reconciled and the Tab key to switch panes.

Y ou then repeat this for each item that appears on the bank statement, verifying that the amounts match
with the amounts in GnuCash, and marking off transactions in GnuCash as they are reconciled.
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Tip

Y ou can check or uncheck the reconcile status of all transactions in either pane by clicking on
atransaction in the required pane then clicking Ctrl-A followed by space. This will toggle the
reconcilestatus of all transactionsin the paneto either checked or unchecked state. This procedure
can be repeated to achieve the desired status for the transactionsin the pane.

At the bottom of the Reconcile window there is a Difference field, which should show 0.00 when you are
done reconciling. If it shows some other value, then either you have missed transactions, or some amounts
may beincorrect in GnuCash. (Or, less likely, the bank may have made an error.)

Note

Under some circumstances, it may be difficult or impossible to determine why an account will
not reconcile. If you are unable to correct the discrepancy between your books and a statement,
GnuCash includes a Balance button on the Toolbar that will automatically create a balancing
entry for you in the amount that cannot be reconciled.

To use this, carry out the full reconciliation (marking all transactions that you can identify) and
then click this button. GnhuCash will create a balancing entry for the remaining discrepancy that
uses the Soecial Accounts: Orphan-XXX account (where "XXX" represents your currency). The
Reconcile window will close; re-opening it will allow you to check the newly-created balancing
entry and finish the process.

When you have marked off all the items on the bank statement and the differenceis 0.00, press the Finish
button on the Toolbar or select Reconcile - Finish from the menu. The Reconcile window will close. In
the register window, the R field of the reconciled transactions will changetoy.

In this case, we have not received all the information yet, so we simply press the Postpone button, so we
can continue at a later stage. Observe that the R column indicates we cleared (¢) two transactions. They
have not been reconciled yet, but we have verified these two transactions so they have been marked as
cleared. If you look at the Statusbar at the bottom of the account register, you will see a summary of what
has been reconciled and what has been cleared (Cleared: USD 954.79 Reconciled:USD 0.00)

Figure 2.30. The Checking account after postponing the reconciliation

B gcashdata_3 - Checking
Ble Edit Wlew Trapsaction Actions Business Peports Tols Windews Help

[ * o @ + x b4 = b =
Save Close Duplicate  Delate Enter Cancel Blank Split lump  Scheduls

iR Accoun ts | @ Checking |§it Salary

Date Num |Description Transfer R |Depost |withdrawal [Balance
D103[06 Opening Balanca Equity-Opening Balance | ¢ | 1.000.00 1.000.00

[ esmzos Grocery Shop Exppnses:Groceries c 4521 98478
14/03/06 Ernployers & Us | n 670.00 1462479
" D5M0306 n

»
Prasent:LISD 1.624.76  Future:USD 1.624.79 Cleared:USD 854,70 Reconciled: USD 0,00 Projected Minimum: USD 1.624.79

Expenses Gracaries

Scheduled Transactions

Scheduled transactions are made to help entering repetitive money operations, like subscriptions, insur-
ances or taxes. By using scheduled transactions, you only have to enter the concerned transaction once,
set a few parameters like start date, frequency and a little description, and then GnuCash will tell you
whenever a scheduled transaction is ready to be created, and create it for you.

In this how-to, we'll take a monthly Internet subscription of 20 USD as example, which is taken on the
28th of each month.

55



The Basics

In GnuCash, there are two ways of creating scheduled transactions, from the ledger or from the Scheduled
Transactions Editor.

Creating from the Ledger

Enter the first occurrence of your to-schedule transaction in the ledger. In the Transfer field for thistrans-
action, type Expenses: Internet as shown in the next screenshot.

Figure 2.31. Step 1 Of Creating Scheduled Transaction From The Ledger

- grashdata 3 - Checking
fle Edit “ew Tansaction Actions Business Aeports Tools Windows Help

B x ) + X F B = -
Save Clase Duglicate  Delate Erter  Cancel Blank Split Jump  Schedule

f Accounts | Checking | Salaryl

[Date Hum |Description [Transfer Deposit | with -

Q1M306

Opaning Balance

1.000.00] |

Q5M03/06

101 | Grocery Stara

Expenses:Grocarnas

4521 954,79

14M03/06

Empleyers R Us

-- Split Transaction - 670,00

152479

280306

Internet Subscription

R
Eq iDpening Balance | n | 1.000.00
n
n
n

Expensesinternat

2000 | 1.504.7%

n

4

v
Present:USD 1,604.79 Future: USD 1,604.78 Cleared:USD 0.00 Reconciled:USD 0.09 Projected Minimum: LUSD 1,604.79
Tuesday Z& March 2008

Note

Since we did not create the Expenses: Internet account, GnuCash will prompt usto createit.

Then you right click on your transaction and select Schedule...

Figure 2.32. Step 2 Of Creating Scheduled Transaction From The L edger

L

SRS LS

LARSHIZSD W

Employers R Us

-- Split Transac

Internet Subscri=ti==

[ i

sort By...

Filter By...

1,604.79 Future:Us

Fename Page

duled Transaction with

Duplicate Transaction

i@ Delete Transaction

% Remove Transaction Splits

qP Enter Transaction

& Cancel Transaction

i} Blank Transaction

SEIit Transaction

Edit Exchange Rate

 Schedule...

=) Jump

penses:n

Reconcil
mplate
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A window like thiswill appear:

Figure 2.33. Step 3 Of Creating Scheduled Transaction From The L edger

Make Scheduled Transaction x
. P Su Mo Tu We Th Fr Sa
Name,[lnternet Subscription ] T1121=14]
= = [ElEl7Talslid]
Frequency: | Daily > 2]13[14[15]16[17]18)
[5120[21 2212312425
Start Date: | 28/03/06 [ v 5[27[78(24]30]31
213/4]5]61718
End Sl
® Never End é'? Sl57i5a15d
End Date:| 18/04/06 v | viE
T 14115
Number of Occurrences: v 21[22
g 3?1 112
11]12[135]14 %Isg
Advanced... l X Cancel ( Pox

Let’sfill the values, we know that the subscription is taken on the 28th each month, and the next oneis
for next month (since we entered the one for this month manually) :

Figure 2.34. Filling In Data To A Scheduled Transaction

Make Scheduled Transaction x

Su Ho Tu ble IT|'| lFr‘ Sa
1

Name: Internet Subscription T1]

[ 21314166 ]7]8
Frequency: Monthly | [alioiifz[iz[Ad
L711819]
Start Date: [psmams " v| 2 14 o7 253
End ?fl 95 )
® Never End ]
2
End Date:| 18/04/06 v
Number of Occurrences: [
Advanced... l X Cancel ( Pox

Click the OK button, and the transaction will be scheduled. GnuCash now has memorized this scheduled
transaction and on the 28th of next month, it will pop up awindow asking if it should create it (see far
below for a screenshot of this window).

Creating from the Editor

Another way of entering a scheduled transaction isfrom the Scheduled Transaction Editor, it may be faster
if we have severa scheduled transactionsto create at once.

From the main accounts windows, select Actions - Scheduled Transactions - Scheduled Transaction Ed-
itor from the Menubar. A new Scheduled Transactionstab will be opened in the current GnuCash window
as shown below:
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Figure 2.35. Empty Scheduled Transactions Tab

- gcashdata_3.gnucash - scheduled Transactions - GnuCash (=)
File Edit View Actions Business Scheduled Reports TIbols Windows Help

3 Close @

fm Accounts | Checking |t Scheduled Transactions |

Transactions

Name E. Frequency Last Occur Next Occul v

<§

Upcoming

View:| 12 months &

1|12 |(3[4]|5 1] 2 1]12|(3[4]5
6|7 |89 ([10[11]12 3| 4|5|(6|[T7|8]9 6|7 |8 |9 (10f11])12
IE'E 13|14 |15 |16 |17 |18 |19 | = [10|11|12]13]14|15 lsé 13|14 (15(16|17| 16|19
20(21|22|23|24|25|26 17 (18|19 | 20|21 |22 |23 2021 (22(23|24]|25]|26
2728293031 1| 2 24 |25|26|27| 28| 29|30 27|28(29(30| 1] 2| 3
3| 4|5|6[7[8&]9 31|12 |3|4|5|6 4|15|6|7([8[9]10
EL 1011121314 15|16 7|8 |9 (10f11]12 13§ 11|12 (13(14|15]|16| 17
17 (181920 |21 |22 |23 3 14 15|16 |17 | 18|19 20 15|19 (20(21|22]23|24
24 |25 |26|27|28|29 |30 212223 |24|25|26 |27 25|26 (27 (28|29]30|31
1|12 |3 |[4([5]|6]|7 2829|3031 1| 2| 3 1|12 |3|4([5]|6]7
8|9 |10(11(12[13|14 4|1 5| 6|7 [6&[93]|10 8|9 |10(11(12[13)14
E 15|16 |17 |18 |15 | 20|21 § 111213141516 (17 E 15|16 (17 (18|19 | 20|21
22|23|24|25|26| 27|28 18 (1920|121 | 22|23 |24 22|23(24(25|26|27 |28
293031 | 1) 2| 3|4 25|26|27|28|29|30( 1 20 (30(31|1| 2| 3|4
5|6 |7 |6&([9[10]11 2|1 3|4|5[6|[T7 |8 5|6 |7 |[&[9[10])11
i 12 (13|14 |15| 16|17 |18 g 9 |10(11(12(13|14 15@ 12 13(14[15|16| 17|18
192021 |22|23|24 |25 16 (17|18 |19| 20|21 |22 19|20(21(22|23]|24|25

26|27 28|29 30 23|24|25|26| 27|28 |29 2627|2829

30|31
Empty Scheduled Transactions tab

This tab contains a list, now empty, of all the scheduled transactions. Let’s create a new one by clicking
on the New button in the Toolbar. A window like the one below will pop up:
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Figure 2.36. Overview Tab Of The Edit Scheduled Transaction Window

=

Name
[Mylnternet Subscription l

| overview | Frequency | Template Transaction

Options
Enabled
[] Create automatically

[ Create in advance: days

[J Remind in advance: days

Occurrences
Last Occurred: (never)

Repeats:
@ Forever
) Until:
O For: occurrences
remaining
| Help | Cancel | | OK

Edit Scheduled Transaction window, Overview tab

First, let's enter aname for this new scheduled transaction in the top of the window.

Note

This name will only identify the transaction in the Edit Scheduled Transaction window, it will
never appear in the ledger.

In the Options pane of the Overview tab you have four options:
Enable

Sets the status of the scheduled transaction.
Create automatically

If enabled, will insert this transaction in the ledger without asking you before (see below). If needed,
you can be advised when the transaction is entered by checking the Notify me when created option.

Create in advance
Sets how many days in advance the transaction will be created.
Remind in advance

Sets how many days in advance a reminder is presented. This can be used, for example, when you
have to pay something by check, and a reminder one week before allows you to send your check
before the deadline.
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The Occurences pane allows you to tell GnuCash that this scheduled transaction won't last for ever. For
exampleif you are repaying aloan, you can enter the loan end date or the number of occurences left.

Select now the Frequency tab in the Edit Scheduled Transaction window. Here you can set thetime-related
options of the transaction.

Figure 2.37. Frequency Tab Of The Edit Scheduled Transaction Window

Name
[My Internet Subscription I
Overview [ Frequency ] Template Transaction
Frequency: | Monthly b3
Start Date: |04/28/06 v
Every |m0nth5,
On the| 28th { |except on weekends:| No change I+
View:| 12 months| &
1 1 1 2 3 4 5 6 T 1 2 3 4 5 ]
2 3 4 5 6 7 i) 2 3 4 5 [ 7 i) i) 9 |10(11[12 )13 (|14 7 [i] 9 |10)11|12]13
g 9 |10|11]12]|13]14]|15|3 9 |10)11|12(13]|14 |15 g 15|16 (17|18 |19 | 20|21 E 14|15 (16 |17 |18 |18 |20
16 |17 (18 |19 | 20|21 |22 16 |17 (18|19 |20 (|21 |22 22|23[24)|25|26(27 |28 21|22(23|24|25([26]27
23|24 (25|26 |27 |28 |29 23|24 (25|26 |27 (2829 20|30(31 )1 2 3 4 28|129(30|31] 1 2 3
30(1|2|3|4a|5]|68 30(31|1|2|3]|4]|5 s|e|7]|8]|9|1w|11 4|58 |7[8]9 |10
7|8 |9 |10]|11]|12]|13 6| 7| 8|9 |10]|11]12 é 12|13 |14 15|16 |17 (18| 5 [11]12]13]14]15]16 |17
E 14 |15 (16 |17 |18 [ 19 | 20 3 13|14 (15|16 |17 [ 16 |18 19 |20(21|22|23[24]25 18|19 (20|21 |22 (23|24
21|22 (2324|2526 |27 20|21 (22|23 |24 [25]26 26 |27 (28|29 |30( 1 2 25|26 (27|28 | 1 2 3
26 |29 [(30(31] 1 2 3 27|28 (29 |30 |31 1 % 3 4 5 ] 7 8 a 4 5 6 T 8 9 |10
4 5 ] 7 8 9 |10 3| 4 5. 6 7 8 9 g 10|11 (1213 |14 |15 16 lE"i 11|12 (1314|1516 |17
i 11|12 (13|14 |15 16|17 E 10 |11 |12 |13 |14 [15]16 17 |18 (1920|2122 )23 18|19 (2021|2223 |24
18|19 (20|21 |22 |23 |24 17|18 (19 |20| 21|22 |23 24|25 (26|27 |28 (29|30 25|26 (27|28 |29 (3031
25 |26 |27 |28 |29 | 30 24 |25 |26 |27 |28 |29 |30 31
Help Cancel OK

Edit Scheduled Transaction window, Frequency tab
Frequency

Sets the basic frequency of the transaction, with options for once, daily, weekly, semi-monthly and
monthly. In this example, thisis set to monthly.

Note

Itispossibleto set atransaction to occur at intervals other than those listed in the Frequency
list, by changing the setting in the Every control (see below).

Start Date
Sets when the transaction will begin. In the example, thiswould be set to the start of the next month.
Every

This option allows you to schedul e transactions by multiplies of the value in Frequency. For example,
to create a transaction that runs every 3 weeks, set Frequency to Weeks and Every to 3.

On the and Except on weekends

Sets the day of the month that the transaction is scheduled, and controls what GnuCash will do when
the day occurs on aweekend day.
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Note

Weknow that the subscription istaken on the 28th each month, so the Start date will be November
1, 2003 (assuming November is the next month), the Frequency will be Monthly, it will be taken
every month on the 28th. Since in our example the internet subscription is automatically taken
from the account, we have no need to createit in advance, nor give an end date.

When the elements on this tab are filled in, GnuCash will highlights the calendar below to indicate when
future transactions will be run.

Finally select the Template Transaction tab and enter your transaction in the lower part as you would do
in the ledger, with the only difference of having no date.

Now, you should have awindow like this;

Figure 2.38. Template Tab Of The Edit Scheduled Transaction Window

[ Edit Scheduled Transaction

x
Name
[My Internet Subscription

Overview Frequency' Template Transaction |

Edit Transaction View Actions

e + e 2

Date Num | Description Tot Funds In Tot Funds Out
Notes

Scheduled Internet Subscription

Assets:Checking | n
Expenses:internet | n |20
| Scheduled” | |

n

20

m [ D)
Enter the transaction number, such as the check number

Help

Cancel OK

Edit Scheduled Transaction window, Template Transaction tab
Remember to click on the Enter icon, to validate and enter the transaction.

Now click OK, it takes you to the Scheduled Transactions tab, now showing one item in the Transactions
list:
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Figure 2.39. The Finally Entered Scheduled Transaction

- *gcashdata_3.gnucash - Scheduled Transactions - GnuCash ==
File Edit View Actions Business Scheduled Reports TIbols Windows Help

s.'lz save ${ Close @

fm Accounts | fm Checking[@ Scheduled Transactions |

Transactions

MName E. Frequency Last Occur Next Occul v 7
My Internet Subscriptic Monthly: 28 never 04/28/06
Upcoming

View:| 12 months &

1 1(2|3|a|s 1|2
2|3|4|5|6|7]|8 6|7 |8|9|10]|11]12 3|a|5|6|7|8B]|9
'g} 9 [10|11|12 (13|14 |15 ;‘ 13|14|15|16|17| 18|19 g 10|11 |12|13|14|15]|16
16 (17|18 |19 | 20| 21|22 20 (21 (22|23 |24|25|26 17|18 |19 | 20|21 |22]|23
23|24 |25|26 |27 21}29 270282930311 1| 2 24|25|26| 27|28 29|30
s0|12]3|a]53 DEiE TR 3511 |2]3]as]s
7|8 |9|w|11|12 7|8 |9|w|11|12|13
- Name Frequency ~
D [14]15/16)17 |18 19M — & |14|15|16(17|18|19|20
21 |22 | 23 | 24 | 25 | 25 MY Internet Subscription Monthly: 28 21|22 | 23 | 24 | 25 | 26 | 27
2829|3031 1|23 1|2|3|4|5|6]|7 28|29 |30(31| 1|23
4|5|6|7|8|9]|10 8|9 |1w|11|12|13|14 4|5|6|7|8|9]w
5 [11]12]13]1a]15]16|17]| 5 [15]16[17][18]19]20] 22 ? [11]12|13]1415]16(17
18|19 |20|21 (22|23 |24 22 (23|24 |25|26| 27|28 18|19 (20|21 |22 |23|24
25|26 (27|28 |29|30| 1 29(30(31|1|2|3]| 4 25|26 |27|28| 1| 2|3
2|3|4|5|6|7|8 s5|e|7|8|9|w|11 4|5|6|7|8|9]w0
5 |9 |1|11]12]13]14]15 é 12 (13|14 |15|16| 17|18 'Eﬁ 11|12 |13|14|15|16]|17
16 (17|18 |19 |20| 21|22 19 (20|21|22 (23|24 |25 18|19 (20|21 |22 (23|24
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30 |31

Tip

If you click in the calendar part on the first day of one month, a small window, following your
mouse, will show you what is planned for this day. To make the small window disappear again,
just click in it one more time.

Y ou can now close the Scheduled Transaction tab, and save your work.

Note

What comesbelow isjust anillustration, and is not meant to be entered into the GnuCash database
at this stage. As per this example, the below dialogs will appear when the scheduled transaction
is supposed to run.

From now on, when GnuCash is launched and a scheduled transaction is scheduled or need to be entered,
you may see a Since Last Run... window summarizing the scheduled transactions operations (Reminder,
To-Create etc... a better description of each option can be found in the GnuCash manual):
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Figure 2.40. Scheduled Transaction Popup Reminder

kd Since Last Run... X
Transaction Status  Walue E
¥ My Internet Subscription

04/28/06 To-Create
05/28/06 To-Create
06/28/06 To-Create
07/28/06 To-Create
08/28/06 To-Create
09/28/06 To-Create
10/28/06 To-Create
11/28/06 To-Create
12/28/06 To-Create
01/28/07 To-Create
02/28/07 To-Create
03/28/07 To-Create
04/28/07 To-Create
05/28/07 To-Create
06/28/07 To-Create
07/28/07 To-Create
08/28/07 To-Create

N9/28/07 To-Create E|

[C] Beview created transactions

| Cancel | | oK |

Y ou can click on the Status column to change the scheduled transaction status if needed. Then just click
on Ok to close the Since Last Run... window and to apply the pending operations. Select Cancel to skip
entering in the ledger the pending operations.

If the Status field was set to To-Create, then if you take alook in your bank account register, you'll see
the transaction has been created:

Tip
If you enable the Review created transactions option in the lower right of the Since Last Run...

window, GnuCash will open, after pressing Ok, the register tab of each account where the sched-
uled transactions were entered automatically.

Note
If you entered the transaction for 28 of April at this stage, then please revert back to the last

saved GnuCash file by selecting File . Open and choosing the previously saved gcashdat a_3
GnuCash file.

Putting It All Together

In the previous sections of this chapter the concepts and mechanics of working with transactionsin Gnu-
Cash have been discussed. This section will expand upon the chart of accountsinitially built inthe previous
chapter, by setting some opening balances, adding transactions and a scheduled transaction.

Open GnuCash file

Start with opening the previous datafilewe stored, gcashdat a_3enpt yAcct s, and storeitasgcash-
dat a_4 directly. The main window should look something like this:
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Figure 2.41. Starting Point For Putting It All Together

gcashdata 4 - Accounts

File Edit View Actions Business Reports Tools Windows Help
= oY

Save Mew

|@ Accounts |

Account Name ¥  Type Commoaodity Total 3

b ¢m Assets Asset Us Dollar UsD 0.00

I sm Equity Equity  US Dollar UsD 0.00

I fm Expenses Expense US Dollar USD 0.00

b ém Income Income  US Dollar UsD 0.00

b fm Liabilities Liability US Dollar UsD 0.00

‘ USD, grand total: Assets: USD 0.00 Profits: USD 0.00 =

This image shows the starting point for this section.

Opening Balances

As shown earlier in the section called “ Simple Transaction Example” with the Assets: Checking account,
the starting balances in an account are typically assigned to a special account called Equity: Opening Bal-
ance. To start filling in this chart of accounts, begin by setting the opening balances for the accounts.
Assume that there is $1,000 in the savings account and $500 charged on the credit card.

1

Open the Assets: Savings account register. Select View from the menu and check to make sure you are
in Basic Ledger style. You will view your transactions in the other modes later, but for now let’s enter
abasic transaction using the basic default style.

. From the Assets: Savings account register window, enter a basic 2 account transaction to set your open-

ing balance to $1,000, transferred from Equity: Opening Balance. Remember, basic transactions trans-
fer money from a source account to a destination account. Record the transaction (pressthe Enter key,
or click on the Enter icon).

. From the Assets. Checking account register window, enter a basic 2 account transaction to set your

opening balance to $1,000, transferred from Equity: Opening Balance.

. Fromthe Liabilities: Visa account register window, enter abasic 2 account transaction to set your open-

ing balance to $500, transferred from Equity: Opening Balance. This is done by entering the $500 as
achargein the Visa account (or decrease in the Opening Balance account), since it is money you bor-
rowed. Record the transaction (pressthe Enter key, or click on the Enter icon).

Y ou should now have 3 accounts with opening balances set. Assets: Checking, Assets: Savings, and Liabil-
ities:Visa.
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Figure 2.42. Chart Of Accounts After Setting The Opening Balance

gcashdata_4 - Accounts

File Edit View Actions Business Reports Tools Windows Help

H S M g

Save Open  Edit New Delete
@ Accounts
Account Name v  Type Commodity Total 3 <]
v i Assets Us Dollar UsSD 2,000.00
@@ Checking  Bank Us Dollar USD 1,000.00
fm Savings Bank uUs Dollar USD 1,000.00
I fm Equity Equity Us Dollar USD 1,500.00
I fm Expenses Expense  US Dollar USD 0.00
b ém Income Income Us Dollar LSD 0.00
~ fm Liabilities Liability Us Dollar USD 500.00
im \isa Credit Card US Dollar UsSD 500.00 :
‘ USD, grand total:  Assets: USD 1,500.00 Profits; USD 0.00 = ‘

This image shows the opening balances.

Additional Transaction Examples

Now add some more transactions to simulate a month’s expenses. During the month, $78 is spent on
electricity, $45 on phone, and $350 on rent. All paid by check. We a so spent $45.21 on groceries, received
$670 as salary, and paid our Internet bill this month. Finaly, let's move $100 from the savings account
to the checking account.

1. Open the Expenses: Electricity account register and enter asimple 2 account transaction to pay the $78
electrical bill at the end of the current month (e.g.: March 28, 2006). Enter a description (e.g.: Light
Company) and the check number (e.g.: 102). The Transfer account should be Assets: Checking.

2. Open the Assets: Checking account register and enter a smple 2 account transaction to pay the $45
phone bill at the end of the current month (e.g.: March 28, 2006). Enter a description (e.g.: Phone
Company Name) and the check number (e.g.: 103). The Transfer account should be Expenses: Phone.
Notice that you can enter expense transactions from either the credit side (the expense accounts) or the
debit side (the asset account).

3. Open the Expenses. Rent account register and enter a simple 2 account transaction to pay the $350 in
rent at the end of the current month (e.g.: March 28, 2006). Enter a description (e.g.: April Rent) and
the check number (e.g.: 104). The Transfer account should be Assets; Checking.
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. Duplicate thistransaction using the Duplicate button in the Toolbar . Start by clicking onthe current rent
transaction, and click on the Duplicate icon. Enter the transaction date a month out in the future (e.g.:
April 28, 2006), and natice the blue line separator that GnuCash uses to separate future transactions
from current ones. In thisway, you can enter transactions before they occur.

You could also set up a scheduled transaction to pay your rent, since the value of the rent is likely to
be constant for the foreseeable future.

« Start by clicking on the current (April 28) rent transaction, and click on the Schedule icon
» Changeto Monthly, change description if needed and press OK

. To transfer money from your savings account to your checking account, open the Assets: Savings ac-
count register, add a new transaction setting the Transfer to Assets: Checking in the amount of $100
(date 6 March, 2006).

. Asanother example of asimple 2 account transaction, add another transaction to describe the purchase
of $45.21 worth of groceries on 5 of March. From within the Assets: Checking account, you would set
Transfer to Expenses. Groceries. The account register should now appear:

. To add a paycheck transaction from the Assets: Checking account register window, click on a new
transaction line, and click on Split. First enter the description of this transaction on the first line (e.g.:
“Employers R Us"), as well as the date (14 March). In the “ split” line below this, enter the deposit in-
to Assets: Checking (e.g.:$670). Follow thiswith the various tax deposits (Expenses. Taxes. Federal ac-
count (e.g.: $180), Expenses: Taxes: Medicare account (e.g.: $90), and Expenses: Taxes: Social Security
account (e.g.: $60)) and lastly the gross total of your paycheck (e.g.: $1,000) as a withdrawal transfer
from Income: Salary.

. You also need to pay for your Internet subscription of 20 USD on the 28th.
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Figure 2.43. Chart Of Accounts After Setting All The Various Transactions

gcashdata 4 - Accounts

File Edit View Actions Business Reports Tools Windows Help
] S g
Save Open  Edit Mew Delete
@ Accounts
Account Name %  Type Commodity Total  {} <]
~ % Assets US Dollar USD 1,781.79
fm Checking  Bank uUs Dollar USD 881.79
i Savings Bank Us Dollar LSD 900,00
I dm Equity Equity Us Dollar USD 1,500.00
— fm Expenses Expense  US Dollar UsD 1,218.21
fm Electricity Expense  US Dollar USD 78.00
f Groceries Expense  US Dollar UsSD 45.21
fw Internet Expense  US Dollar UsSD 20.00
im Phone Expense S Dollar LSD 45.00
fm Rent Expense  US Dollar USD 700.00
v fm Taxes Expense  US Dollar USD 330.00
im Federal Expense S Dollar LSD 180.00
f Medicare Expense  US Dollar USD 90.00
fm Social Se Expense  US Dollar UsSD 60.00
b ¢m Income Income Us Dollar sD 1,000.00
b im Liabilities Liability Us Dollar USD 500.00 i
| USD, grand total: Assets: USD 1,281.79 Profits: -USD 218.21 =~ |
| |

Thisimage shows the ending balances after the section called “ Transactions’.
Save file
Before we go to the report section, let’s save the GnuCash datafile (gcashdat a_4).

Reports

But only having data available on the computer screen will not make your accountant happy, therefore
GnuCash comes with alarge number of highly customizable reports.
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Let's have alook at a Cash Flow, and a Transaction Report.
1. First let's have alook at the Cash Flow report for the month of March.

Select the cash flow report from Reports - Income & Expense - Cash Flow .

Figure 2.44. Cash Flow Report For The Month Of March

Cash Flow - 01/03/06 to 31/03/06 for
Selected Accounts
@ Assets

@ Assets:Checking
® Assets:Savings

Money into selected accounts comes from
Income:Salary UsD 1,000.00
Maoney In uspD 1,000.00

Money out of selected accounts goes to

Expenses:Electricity UsD 78.00
Expenses:Groceries UsD 45.21
Expenses:internet UsD 20.00
Experses:Phone UsSD 45.00
Expenses:Fent LSD 350.00
Expenses:Taxes:Federal USD 180.00
Expenses:Taxes:Medicare UsD 20.00
Expenses:Taxes: Social Security UsSD 60.00
Money Out usD B868.21
Difference uUsD 131.79

This image shows the Cash Flow report after the section called “ Transactions”.

To get this customized report, right click in the report and choose Report Options. Then set the time
period, and specify which accounts you want in the report.

2. Now let’s have alook at corresponding transaction report for the Checking account.

Select the transaction report from Reports - Transaction Report .
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Figure 2.45. Transaction Report For The Checking Account During March

Transaction Report

From 01/03/06 To 31/03/06

Date MNum Description Transfer from/to Amount

Checking

05/03/06 Groceries Groceries -JSD 45,21
0&/03/06 Transfer Savings LSE 100.00
14/03/06 Employers R Us Split USD 670.00
28/03/06 Internet subscription Internet -JSD 20.00
28/03/06 102 Light Company Electricity -UsSD 78.00
28/03/06 103 Phone Company Phone -JSD 45.00
2B8/03/06 104 April Rent Rent -UJSD 350.00
Total For Checking UsD 231.79
Grand Total uUsD 231.79

This image shows the Transaction Report for the Checking account during March.
3. Now let’s change the transaction report to only show the various Expenses accounts.
Figure 2.46. Transaction Report For The Expenses Accounts During March

Transaction Report

From 01/03/06 To 31/03/06

Date MNum Description Transfer fromfto Amount

March 2006

05/03/06 Groceries Checking LsD 45,21
14/03/06 Employers R Us Split USD 180.00
14/03/06 Employers R Us Split USD 90.00
14/03/06 Employers R Us Split IUSD 60.00
28/03/06 Internet subscription Checking USD 20.00
28/03/06 102 Light Company Checking USD 78.00
28/03/06 103 Phone Company Checking USD 45.00
28/03/06 104 April Rent Checking USD 350.00
Total For March 2006 USD 868.21
Grand Total USD 868.21

This image shows the Transaction Report for the various Expense accounts during March.
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Chapter 3. Importing Data into
GnuCash

This chapter will detail procedures for importing data into GnuCash.

Importing Transactions from Files
Outdated

Thisis an older version of “Common Transaction Operations’ in the manual [https://www.gnu-
cash.org/docs/vnone/C/gnucash-manual/trans-import.html]. Better continue there until this up-
date anomaly is resolved.

Imported transactions will generally beto aspecific account in your account tree. In the following thiswill
be referred to as the import or base account. It may or may not be specified in the data being imported,
depending on the import format. It is usually the first split of atransaction being imported.

All transactionswill also must have adestination account for at least matching splits. Thismay or may not
be supplied in the imported data. If it isnot, an account can be assigned on the basis of the previousimport
history by matching to infomation in the imported data. The user may always over-ride this assignment.

Multi-split data previously exported from GnuCash may have both the import and destination accounts
for transaction splits specified in the datafile.

File Import Formats

Gnucash allows transactions to be imported in the following formats:
* QIF (.qif) Quicken Interchange format - import data from Quicken financial software;

e OFX/QFX (.ofx,.gfx) Open Financial eXchange format (QXF is an Intuit/Quicken proprietary version
of OFX);

e CSV (.csv) Comma Separated Values;
* MT940 MT940

* MT942 MT942

« DTAUSDTAUS

These import methods can be accessed from File - Import ... .

Import Matcher

Severa of the Import Assistants use an Import Matcher to implement a Bayesian approach to assign des-
tination accounts, if such accounts are not specified in the imported data, to each imported transaction
based on the previousimport history of theimport account. It al so attempts to match the transactions being
imported to any existing transactions based on the date and the description fields .

Transaction rows which match existing transactions already in the import account are flagged not to be
imported. They will have alight green background and the A and U+R checkboxes will be unchecked and
the R checkbox will be checked. To override and import the transaction, check the A checkbox. The U and
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R boxes will be unchecked automatically. The reliability of the match isindicated by abar display in the
Info column. If a destination account for the second split is assigned by the matcher if will be appended
to the info column.

Transaction rows which do not match existing transactionsin theimport account, for which an assignment
of adestination account cannot be made on the basis of the previousimport history to the account, will be
displayed with an orange-yellow background and the A box will be checked and U+R and R unchecked.
A destination account must be specified for these transactions.

Assign a Destination Account to a Single Transaction
The currently selected row is selected by Left-clickingit. It isdisplayed with amid dark green background.

Double click on arow. Thiswill select it and open an Account Selection dialog. Select the desired des-
tination account in the dialog and click OK. The row background will change to a light green and the
assigned destination account will be displayed in the Info column.

or aternatively, L eft-click on arow to select it followed by a Right-click to bring up a popup menu then
select "Assign atransfer account” to display the Account Selection dialog, select the destination account
and click the OK button.

Assign a Destination Account to Multiple Transactions

Sometimes you will have several transactions which will have the same destination account. Gnucash
allows you to select multiple transactions and apply the same destination account to all transactions in
the selection.

Rows in a selection are displayed with amid dark green background.

Multiple rows may be selected to have the same destination account assigned to them.

To select rows either:

* Left click on first row and then Ctrl-L eft click on other rowsto add to the selection or

» Left-click on afirst row and then Shift-L eft-click on another row to select all rows between them.

then Right-click to display a popup menu and then select " Assign a transfer account" to open the Ac-
count Selection dialog. Select the desired destination account and click the OK button in the Account
Selection dialog.

Completing the Import

Once you have assigned destination accountsfor all theimported transactions using the above methods (all
row backgrounds will be alight green colour), check that the assigned destination acounts are correct and
then pressthe OK button at the bottom of the Generic Import Matcher window. The transactions selected
for import will have their splits added to the selected source and destination accounts.

The choices madefor the destination accounts and description/memo fields are remembered and stored and
used for future imports to the same account to automatically assign a destination account for transaction
records not containing destination account information.

Import QIF

To import data from Quicken®, MS Money, or other programs that use QIF(Quicken® Interchange For-
mat), you must first export your datato aQIF file. Oneway to do thisisto export each account as a separate
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QIF file. An easier way, available in Quicken® 98 and beyond, is to export all accounts at once into a
single QIF file. Check your program's manual to determineif thisoptionis available.

To import QIF files:

Load all of the QIF files containing data you wish to import

To do this, select File -> Import -> Import QIF... from the menu. When the QIF Import dialog box
appears, click Next and follow the instructions to guide you through the process of 1oading your files.

Thisimage shows the start of the QIF Import assistant.

Y ou will be prompted for a filename to load. Use the Select button to select your QIF file and click Next
to load it. Once the file is loaded, select Load another file if you have more files to load. When you have
loaded all your QIF files, click Next to continue with the import process.

Review the GnuCash accounts to be created.

The importer then matches up your QIF accounts and categories with GnuCash accounts and gives you
a brief description of the matching process. Clicking Next will bring you to a view comparing your QIF
accounts with the corresponding GnuCash accounts created. To change an account name, select the row
containing that account name and edit the name in the dialog box provided. Click Next when you have
finished making changes, and proceed through a similar category matching process. QIF income and ex-
pense categories import as GnuCash income and expense accounts Make changes to these account names
if necessary, and click Next to continue.

Note: If you are not sure what changes are needed, it is safe to accept the GnuCash account names. It is
easy to edit the accounts later if you find you need to make a change.

From the drop-down list, select a standard currency to be used for the imported accounts and click Next
to continue. If you have stocks, mutual funds, or other securities, you will be prompted for additional
information. Theimporter dialog will ask for the exchange or listing (i.e. Nasdaq), the security'sfull name,
and the ticker symbol. If you do not have this information handy, you can edit the account information
later, once the import is complete. Click Next to continue.

Tell GnuCash to import the data.

Thelast step istheimport. Once you have verified your account names and investment information, click
Finish in the Update your GnuCash accounts page to complete the import process. Depending upon the
sizeof your file, theimport might take afew minutesto complete, so aprogress bar displaysthe percentage
finished. When theimport processis complete, GhuCash will return you to the main window, which should
now display the names of the accounts you imported.

Import OFX/QFX

Thisopens afile selection dialog. Navigate to the file you wish to import, select afile with the appropriate
extension (.ofx or .gfx), then press the Import button.

Gnucash opens an Account Selection dialog to select an account in your CoA corresponding to datasource.
Select the appropriate account from the account tree and press the OK button. On subsequent import
of files from the same source (identified by tags in the file), the source is remembered and the account
selection dialog is not displayed.
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The generic import transaction matcher dialog is opened next. See the Import Matcher section (common
to both OFX/QFX and CSV import formats) following the Import CSV section to continue the import
process.

Import CSV

Clicking on Import CSV in the Import menu will bring up the Import Assistant dialog. The first step
brings up afile selection dialog. Navigate to the location where the file you wish to import is located and
select the file to import then click the OK button.

The next window will allow you to set parameters for the importing of the file. All widgets have tooltips
which explain what the setting affects and the options for the setting.

Load and Save Settings

If thisimport is a regular occurrence, once you have set the other import paramters, you can save these
settings by typing in asetting namein the L oad and Save Settings Entry combo box and pressing the Save
button just to the right of the box. Previously defined settings can be retrieved by selecting the appropriate
setting name from the dropdown list activated by the down arrow at the right end of the text box. Thetrash
can button to the right of the Save button can be used to remove the settings selected from the drop down
list for the box. The settings group " GnuCash Export Settings' define a setting group for the export and
reimport of GnuCash transaction data - use thisif importing data previously exported from GnuCash.

Account

This combo box alows you to select the base or import account into which the transactions will be im-
ported. It may beleft unset if theimported data contains a column listing the accounts associated with each
split or the import data specifies the account for first split of the transaction.

File Format
This section alows you to define whether the file has:

» Fixed width columns Selecting this radio button will allow you to define column boundaries by double
clicking at the appropriate positions in the sample records displayed in the panel below. Single clicking
in a column will narrow, widen or merge the column.

» Separators Selecting this radio button will allow you to define characters which will be used to distin-
guish columns in the input file. The default is comma separated however spaces, tabs,colons or semi-
colons or any combination of them may be used to separate columns in the input file by selecting the
appropriate check boxes. Y ou may also define custom separators by typing the required characters into
the text box and selecting the Custom checkbox. This may be used in combination with any of the
predefined separators.

» Multi-split Selecting thischeck box allowsthe splitsfor asingletransaction to be defined on consecutive
lines within the file with each line defining a single split. If not selected each lineis assumed to contain
the information for a single transaction including one or two splits.

Miscellaneous
The miscellaneous settings allow you to set:
» EncodingThisisusually the UTF-8 variant for your locale;

» DateFormat Thisdoes not default to the Local e setting so check it matches the datayou are importing;
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e Currency Format;

» Leading Linesto Skip Can be set to skip a number of non-transaction lines preceding the actual data.
This can include a field name header or an introduction section in the import file;

» Trailing Linesto Skip Can be set to skip a number of non-transaction lines following the actual data.
This can include a summary section;

e Skip alternate lines When set only every other line will be imported, starting from the first line not
skipped with the "Leading Linesto Skip" option;

to match the settings for the file you are importing. Tooltips may also contain information on the setting
and options.

Import Panel

The import panel shows the data being imported as it is interpreted using the settings chosen to define
columns and formats. The dropdown lists in the headers for each column of the import allow you to
associate a specific column in the imported data with a specific field in the display of atransaction in an
account register. At a minimum to import data, columns in the imported data containing the following
information must be specified:

+ Date of transaction;

» Account into which transaction is to be imported (or alternatively set the base account as above);
 Description of the transaction;

» Deposit or Withdrawal column.

The Skip Errorscheck box will skip trying to import any rows with errorsin matching the columns.

When you are happy with all the import settings, save them if you will use the same settings again, then
pressthe Next button. Thiswill bring up awindow which allows you to map the accountsidentified in the
account column (Account 1d) with accounts in the GnuCash account tree (Account name). Double click
on arow to bring up a dialog to select the matching GnuCash account. When you have selected a match
for all accounts, click on the Next button.

The Transaction Information panel alows review of data entry settings so far.

Clicking on Match Transactions will then bring up the main Import Matcher window described in the next
section.

Import MT940

Use this option to import MT940 data.

Import MT942

Use this option to import MT942 data.

Import DTAUS

Use this option to import DTAUS data.
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Chapter 4. Configuring GnuCash

This chapter will detail preference settings for GnuCash.

Overview

Configuring isfun.

Main Configuration Screens

GnuCash stores settings in two main locations.

Preferences: Accounting Period Tab

Stuff about the Accounting Period tab

Preferences: Accounts Tab

Stuff about the Accounts tab. Need this stub for the link in The Basics. More | ater.

Preferences: Online Banking

Stuff about the Accounts tab. Need this stub for the link in The Basics. More | ater.
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Chapter 5. Checkbook

This chapter will giveyou all the specific information you need to manage your checkbook with GnuCash.
Managing your checkbook register isthefirst step of tracking your finances, and GnuCash makesit much
easier to manage than the traditional paper register does.

For one thing, as discussed in the section called “Transactions’, data entry of common transactions is
practically done for you in GnuCash, because of its auto-completion feature. GnuCash keeps a running
balance of each account, and it makes reconciling these accounts easy. And the double-entry method helps
you account for your spending by requiring atransfer account for withdrawals, so you can easily find out
how much money you spend in different areas.

Once you are comfortable with using GnuCash for your checking and other bank accounts, you may wish
to continue on with tracking other financial accounts. Chapters 6 through 9 examine methods to manage
your other accounts.

Setting up Accounts

The first step in managing your checkbook is to set up the necessary accounts. You can either use the
default GnuCash accounts or set up your own. For more detail on how to set up anew account, refer to the
section called “The Basic Top Level Accounts’. For instructions on importing your accounts from another
program, refer to the GnuCash manual .

Let’sstart with the bank accountsyou’ Il need. Y ou need one GnuCash bank type account for each physical
bank account you wish to track. If you are setting up your own accounts or using the default GhuCash
accounts, make sure that you have an opening balance transaction for each bank account you own. The
easi est way to get this number isto use the balance from your last bank statement as your opening balance.
Y ou can enter thisin the account information window automatically as part of the New Account Hierarchy
Setup assistant, or you can enter a manual transaction directly in the account. To enter the transaction
manually, enter atransfer from an Opening Balances account (type equity) to the bank account.

The typical bank accounts you might track include:
» Checking - any institutional account that provides check-writing privileges.

» Savings - an interest-bearing ingtitutional account usually used to hold money for a longer term than
checking accounts.

Common transactions that affect these bank accounts are payments and deposits. Payments are transfers
of money out of the bank account, usually to an expense account. Deposits are transfers of money into the
bank account, usually from an income account. Y ou will need to set up income and expense accounts to
track where that money comes from and where it goes. Remember that a balanced transaction requires a
transfer of an equal sum of money from at least one account to at least one other account. So if you deposit
money in your checking account, you must also enter the account that money comes from. If you pay a
bill from your checking account, you must also enter the account where that money goes.

Entering Deposits

Most deposit transactions are entered as a transfer from an income account to a bank account. Income
may come from many sources, and it's a good idea to set up a separate income type account for each
different source. For example, your income may come mainly from your paychecks, but you may also
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receive interest on your savings. In this case, you should have one income account for salary and another
income account for interest income.

Tip

Be sure to check the Tax-Related box and assign an appropriate tax category in the Income Tax
Information Dialog ( Edit - Tax Report Options) when you set up taxableincome accounts. Some
types of income, such as gift income, may not be considered taxable, so check the appropriate tax
rules to determine what is taxable. For ways to track capital gains income, refer to Chapter 11,
Capital Gains.

Before you start entering paycheck deposits, decide how much detail you want to track. The basic level
of detail isto enter your net pay, just like you would in your paper register. Thisis easiest, but you can
get even more information out of GhuCash if you enter your gross pay with deductions. It takes a bit
more effort to enter the deductions, but entering your tax withholding information throughout the year
allows you to run useful tax status reports in GnuCash at any time. These reports can help you determine
whether you are withholding enough tax, and they can help you estimate your tax bill ahead of time. If
you are unsure about the level of detail, start by entering net pay. Y ou can always go back and edit your
transactions later if you decide you want more detail.

Entering Withdrawals

When you withdraw money from your bank account, for whatever reason, you are transferring money
from your bank account to some other location. In GnuCash, this other location is tracked as an account.
The more detailed accounts you create and use for your spending, the moreinformation you will get about
where your money goes.

Withdrawals take many forms. ATM withdrawals are one of the most common transactions. Writing
checks is one way to withdraw money to pay hills, to buy purchases, or to give to charity. Depending on
your bank, you might also have service charges, where the bank withdraws the money from your account.
Transfers of money out to another account are also withdrawals. We will take alook at each of these types
of withdrawals and how to record them in GnuCash.

ATM/Cash Withdrawals

Cash withdrawals are handled as a transfer from a bank account to a cash account. GhuCash provides
specia Cash type accountsfor tracking your cash purchases, so you should set up acash account to record
your ATM and other cash withdrawals.

Cash accounts can be used for different levels of detail. On a basic level of detail, you simply transfer
money to it from your checking account. That tells you how much money you took out of checking on a
given day, but it doesn’t tell you where that cash was spent. With alittle more effort, you can use the cash
account to record your cash purchases as well, so that you can see where that cash went. Y ou record these
purchases as atransfer from the cash account to expense accounts.

Some people record every cash purchase, but this takes a lot of work. An easier way is to record the
purchases for which you have receipts, but then adjust the balance of the account to match what isin your
wallet.

It'sagood ideato at least set up a cash account for your withdrawals. Then if you decide to track where
your cash goes, you can enter transactions for the money you spend. Y ou determine what level of detall
you want to use.
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Reconciling Your Accounts

GnuCash makes reconciliation of your bank account with your monthly bank statement much easier. the
section called “ Reconciliation” gives instructions on how to reconcile your transactions with the monthly
bank statement. Thisisthe main reconciliation task that should be done every month.

But what about all those other accounts you created? Should those be reconciled too? If you receive a
statement for the account, then you should consider reconciling that account. Examples include the check-
ing account statement, the savings account statement, and the credit card statement. Credit card statements
and credit card transactions are covered in the Chapter 7, Credit Cards, so if you are interested in tracking
your credit cards in GnuCash, take alook at the instructions provided there.

Income and expense accounts are usualy not reconciled, because there is no statement to check them
against. You also don’'t need to reconcile cash accounts, for the same reason. With a cash account, though,

you might want to adjust the balance every oncein awhile, so that your actual cash on hand matches the
balance in your cash account. Adjusting balances is covered in the next section.

Putting It All Together

Inthe section called “ Transactions’, you entered some transactionsin your checking account. In this chap-
ter, we will add more transactions and then reconcile them.

Opening Balances

So, let’s get started by opening the gcashdata file you saved in the last chapter (gcashdat a_4). Your
chart of accounts should look like this:
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Figure5.1. The Chart Of Accounts

gcashdata_4 - Accounts

File Edit Wiew Actions Business Reports Tols Wndows Help
L -~
ﬁ Accounts
Account Name v | Type Commodity Total @
<~ @ Assets Asset US Dollar UsD 1,781.79
fm Checking Bank US Dollar USD 881.79
fm Savings Bank US Dollar USD 900.00
b & Equity Equity US Dollar USD 1,500.00
< fm Expenses Expense US Dollar USD 1,218.21
fm Clothes Expense Us Dollar USD 0.00
fm Electricity Expense uUs Dollar USD 78.00
fm Groceries Expense Us Dollar USD 45.21
fm Internet Expense US Dollar USD 20,00
fm Phone Expense US Dollar USD 45.00
fm Rent Expense US Dollar USD 700,00
D fm Taxes Expense US Dollar UsD 330.00
b & Income Income US Dollar USD 1,000.00
b fm Liabilities Liability Us Dollar USD 500,00
[$, grand total: Assets: $0.00 Profits: $0.00 s
|

This image shows the Chart of Accounts.

Add some transactions

1. Now open the Checking account from the main window. In thelast chapter, you entered some paycheck
transactions as depositsinto Checking. Now we will enter another kind of deposit - atransfer of money
from Savings into Checking. On a blank line, enter a transaction to transfer $500 from Savings to
Checking (In this case, the last transaction date was March 28, but this transfer transaction took place
on the March 24). Y our Transfer account will be Savings, since you are in the Checking account. Y our
Checking account should now look like this:

Figure5.2. The Checking Account Register

geashdata_a - Checking

Ele Edit wew Trapsaction Actions Business Peparts Bals windows Help
Save Close Duplicate  Delste Enter Cancel Blank split Jump Schedule
!Q Accounts @ Checking
14/03/08 Employers R Us -- Spht Transaction - | n | 670.00 172478
24/03/06 Transfer Mone,] Assets:Savings | n | 50000 222479 .
28/03/06 Internat Subscrgtion Expansesintamet | n 20.00| 2.208.79
280306 | 102 |Light Company Expenses Electricty | n 78.00( 212679
28/03/06 | 103 | Phone Compary Expenses #hane | n 4s5.00( 208178
ZB/03/05 [ 104 | April Rent Expanses:fent | n 350,00 173179
ZBDADE May Rent Expansas:Rant | n FH000) 138179
170408 n -
] v
Present:USD 1,731,760 Future:USD 1381.79 Cleared:USD 654,78 Reconciled: USD 0.00  Projected Minimum: LISD 1,381.79
Transtar Man ey

This image shows the Checking Account Register.

. Now let’ s write some checks on this account. First, write a check to HomeTown Grocery for $75 (5th
of March). Your transfer account is Groceries, since al of thismoney is going to buy groceries. Next,

83



Checkbook

write a check to ABC Hardware for $100 (6 of March), and split this amount between two expenses:
Household $50 and Tools $50. Y ou will need to create an Expense type account for each of these, then
enter splits for them. Y our checking account should now look like this;

Figure5.3. TheChecking Account Register After Registering SomeM ore Checks

1 gcashdata_a - Checking
Ele Edit Wiew Trapsaction Actions Business Reports Bols  windews Help

B x H g <+ x 2 H = ¢ .

Save Closa Duplicate  Delate Enter Cancel Blank split Jump Schedule

fit Accounts | Checking

BLDH0E Gpaning Balance Equity-Opaning Balance | ¢ | 1.000.00 1,000.08
05/0306 (101 | Grocery Stare 3 45.21 954.79
OSfDHOE (105 | HomeTown Groce Expenses:Groceries | n 75.00 875.79
O5/0306 | Iansters Manay Assets:Savings | n 100.00 979.79
DE/D06 | 106 | ABC Hardware| -- Split Transaction -- [ n 100.00 a79.79
1403106 Ernployers A Us -- Spit Transaction -- [ n 670.00 1549.79
24/03/06 Transfer Monay i n 50009 2.49.79
OIS Internet Subscrgtion Expensesintamet | n 20.00| 202979
2006 (102 | Light Company Expenses:Electricity | n 78.00( 195179
280306 | 103 | Phone Company Expenses Phane | n 45,00 [ 190879
ZB/0306 | 104 | Apnl Rent Expansas:Rant | n 35000) 155679 —
ZBIDO6 IMay Rent Expenses:Rent | n I50.00) 120673 -]
[ 0]

Present:USD 1.556.70 Future:USD 1.206.78 Cleared:USD 954,79  Reconciled: USD 0,00  Projected Minimum: USD 1.206.79
ABC Hardwan

Thisimage shows the Checking Account Register after registering some more checks.

3. Suppose you now need to withdraw some money. Y ou don’t have a cash account set up in your chart of
accounts, so you will need to create one. Create the account as Cash as atop-level account of type Asset.
From your Checking account register, enter an ATM type withdrawal to transfer $100 from Checking
to Cash on the 25 of March.

Figure5.4. The Checking Account Register With An ATM Withdrawal

gcashdata_a - Checking

Eile Edit wew Trapsaction Actions Business Peparts Bals windows Help
= o g + X 2 EH = e s
Save Close Duplicate  Delste Enter Cancel Blank split Jump Schedule

[ Accounts|@ checking @ cash|

sl T SET8-Saings | n B
25006 | ATM W'ltht*awel AssetsCash| n 10000 | 1.945.78
28/03/06 |Imon\w Subscription Expansesintamet | n 20.00| 1.929.79
ZB/OH06 | 102 | Light Company ricity | n TE.00[ 185179
2006 (103 |Phere Company Expenses Phane | n 45.00 180879
28006 (104 | Apal Renk Expenses:Rent [ n 350.00| 1.456.79
280406 May Rent Expansas:Rant [ n 350.00| 1.106.79
FAINROE n =

f O]
Present:USD 1.456.70  Futura:USD 1,106.79 Cleared:USD 054,70 Reconciled:USD 0.00  Projected Minimum: LUSD 1,106.79
ATM Withdrawal

This image shows the Checking Account Register with an ATM withdrawal.

Opening Balances

Now we are ready to reconcile this Checking account, using this sample bank statement:
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Figure 5.5. A sample Bank Statement

Date Description Decreasing Increasing Balance
1032006 Starting Balance 1,000,00
5032006 Check:101:Grocery Store 45 954,79
G/32006 Transfer 100.00 1,054.79
0372006 Check: 106-ABC Hardware 100,00 95479

14032006 Salary 670,00 162479

15032008 Chack:105:HomaTown Gracery 7500 154970

240372006 Transfer 500.00 204979

2510372006 AT 100.00 194979

28/03/2006 Chack: 102:Light Company 76.00 1871.79

28/032006 Check:103:Phone Company 4500 1.826.79

28032006 Check:104-Apartment 4 Rent 350,00 1 476,79

ZAM32005 Best Internat 20.00 1 45679

31/D32006 Service Charge 5.00 145178

310320068 Encing Balance 1451.79

This image shows a sample Bank Statement.

1. Select Actions -. Reconcile from the menu, and fill in the Closing balance as $1451.79. Click OK to
begin reconciling the account. Check off the entries as they appear on the sample statement. When you
have checked off all your entries, the reconcile window should look like this:

Figure5.6. The Reconcile Window

As Checking - Reconcile

Beconcile Account Transaction Help

MNew Edit Delete Qpen Postpone  Cancel
Funds In Funds Qut
Date % MNum  Description Amount | R Mum  Description Amount R
Opening Balance 100000 « 101 Grocery Stare 4521
Transfare Maney o000 105 HomeTown Groce 75,00 <
Employers R Us &70.00 - 06 5 106 ABC Hardware o000 +
Transfar Monay 500,00 # 250306 ATM withdrawal 10000 ~
280306 Internet Subscrip 2000
28)03j06 102 Light Company 78.00 4
28j03j06 103 Phone Company 4500 «
28j03/06 104  April Rent 35000 4
28/04/06 May Rent 350.00
Total: USD 2,270.00 Total: LUSD 813.21
Starting Balance USD 0.00

Ending Balance: USD 1,451.7%
Reconciled Balance: USD 1,456.79
Difference:  -USD 5.00

This image shows the reconcile window with a $5 difference.

Noticethat your reconciled balance differs from your ending balance by $5.00. If you look at the sample
bank statement, you will see there is a $5.00 service charge that has not been added to your Checking
account.

2. Soclick onthe Checking register and add the $5.00 service chargeto your Checking account. On ablank
line of the Checking register, enter a transaction to transfer $5.00 from Checking to a Service Charges
account. (You will need to create the Service Charges account as type Expense.) Use the transaction
date printed on the sample statement as the date you enter for this transaction. Y our Checking account
should now look like this:
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Figure5.7. The Checking Account With Service Charge

geashdata_a - Checking

Ele Edit wiew Trapsaction Actions Business PBeports Bols Windows Help
= I o g + X 2 EH w e =
Save Close Duplicate  Delate Enter Cancel Blank split Jump Schadule
& Accounts| @ Checking gt cash
2a03/06 | 162 |Light Company ricity | n 7800 185178
28/0306 (103 |Phone Campary Expenses fhane | n 4500 180879
ZR/DF0E | 104 | April Rent Expensas:Rent | n 350.00| 1.456.79
FLOHOE Service Chargsl Expanses:Sansce Charge | n %5.00| 145179
ZB/04J06 May Rent Expenses:Rent [ n 350.00| 1,101.79
310306 n -
4 v
Present:LISD 1,451,786 Future:USD 110178 Cleared:USD 554,70 Reconciled: USD 0,00 Projected Mnimum: USD 1.101.79
Sarvica Charge

This image shows the Checking Account Register with service charge added.

3. Click back on the Reconcile window, and you should see the service charge now under Funds Out.
Click on it to mark it as reconciled, and note that the difference amount below now becomes 0.00.
Click the Finish button on the Toolbar to complete the reconciliation. The Reconcile R column in your
Checking register should now show y for each transaction you just reconciled. Also observe the bottom
status row that now indicates Reconciled: USD 1451.79

Figure 5.8. The Reconciled Checking Account

grashdata 4 - Checking

Ble Edit \ew TWapsaction Actions Business feports Bols MWindows Help
B ox B & + X 2 BH =
Save Cloze Duplicate  Drelete Enter Cancel EBlank Zplit nmp  Schedule Transfer
& Accounts| @ checking @ cash |
[Tk Opening Balance Equity:Opening Balance | v | 1,000.00 100000
D506 | 101 | Grocery Store Expenses Groceries | 4521 854,79
050306 | 105 |HomeTawn Grocery Expensas Grocenies | y 7500 a7e7a||
D5/03/06 Transfara Maney Assets:Savings |y | 100.00 97879
05/0306 | 106 | ABC Hardware -~ Sglit Transacton -- | ¥ 1000|  e7e78|]
1AM 306 Errployers A Us -- Split Transactan -- [ ¥ 670.00 1.548.79
240306 Trarsfer Money ings |y | S00.00 204878 |
2503706 ATM Withdramal Aszets:Cash | ¥ 100.00 [ 184579
28M306 Internat ¥ 2000| 192879
28/03/06 | 102 |Light Company Expenses Electricity | ¥ 7a.00] 1.851.78
2AM3/06 | 103 |Phane Company Expersesfhone | v 4500 1.806.789 J
28306 | 104 | April Rent Expenses fent | v 35000 | 1.456.79
31306 Senice Chﬂd ExpensesSendce Chﬂe ¥ S00| 145179 L
284706 May Fent Expensesfent | n 35000 Lionia| [}
f v
Present:USD 145179 Future:USD 1.101.76 Cleared:USD 1.451.79  Reconciled: USD 1.451.79  Projected Minimum: USD 1.101.78
Menday 17 April 2006

This image shows the reconciled Checking Account Register.

Save file

Go back to themain window and save your filewiththenew gcashdat a_5 name. Y our chart of accounts
is steadily growing, and it should now look like this:
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Figure5.9. The Chart of Accounts

.

File Edit

gcashdata 5 - Accounts

View Actions Business Reports Tools Windows Help
= = ]
Save Open  Edit New Delete
@ Accounts
Account Name v | Type Commodity Total | I}
~ ¢m Assets Asset US Dollar USD 1.601.79
i Cash Cash Us Dollar USD 100.00
fi Checking Bank uUs Dollar USD 1,101.79
fm Savings Bank US Dollar USD 400.00
b s Equity Equity US Dollar USD 1,500.00
~ §m Expenses Expense US Dollar USD 1,398.21
fm Clothes Expense US Dollar USD 0.00
fm Electricity Expense US Dollar UsSD 78.00
fm Groceries Expense US Dollar UJSD 120.21
m Household Expense Us Dollar USD 50.00
@ Internet Expense Us Dollar USD 20.00
ém Phone Expense US Dollar USD 45.00
ém Rent Expense US Dollar JSD 700.00
fm Service Charge  Expense Us Dollar UsD 5.00
b fm Taxes Expense Us Dollar USD 330.00
i Tools Expense US Dollar USD 50.00
¢m Imbalance-UsD Bank Us Dollar JsD 0.00
b §m Income Income Us Dollar UJSD 1,000.00
b i Liabilities Liahility Us Dollar UJSD 500.00
f Orphan-USD Bank Us Dollar JSD 0.00
EUSD: Assets: USD 1,101.79 Profits: -USD 398.21 3]
| |

This image shows the Chart of Accounts.

Reports
Aswe did in the previous chapter, let’s have alook at a Cash Flow, and a Transaction Report.
1. First let'shave alook at the Cash Flow report for the month of March.

Select the cash flow report from Reports - Income & Expense . Cash Flow .

87



Checkbook

Figure 5.10. Cash Flow report for the month of March

Cash Flow - 01/03/06 to 31/03/06 for
Selected Accounts
® Assets:Cash

® Assets:Checking
® Assets:Savings

Money into selected accounts comes from

Equity:0Opening Balance UsD 2,000.00
Income:Salary JsD 1,000.00
Money In uspD 3,000.00

Maoney out of selected accounts goes to

Expenses:Electricity SD 78.00
Expenses:Groceries UsD 120,21
Expenses:Household ILSD 50.00
Expenses:internet LsD 20.00
Expenses:Phone USD 45,00
Expenses:Rent UsD 250,00
Expenses:Service Charge LISD 5.00
Expenses:Taxes:Federal UsSD 180.00
Expenses.Taxes:Medicare LSD 90.00
Expenses:Taxes:Social Security USD 80.00
Expenses:Tools LUSD 50.00
Money Out uspD 1,048.21
Difference uUsD 1,951.79

This image shows the Cash Flow report after Chapter 5, Checkbook.
2. Now let’s have alook at corresponding transaction report for the various Asset accounts.

Select the transaction report from Reports . Transaction Report .
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Figure5.11. Transaction Report For The Assets During March

Transaction Report

From 01/03/06 To 31/03/06

Date HNum
Cash
2503706
Total For Cash
Checking
0lf/03/06
05/03/06 101
05/03/06 105
DEf03/06
06/03/06 106
14/03/06
24/03j06
25/03/06
28/03/06 102
28/03/06 104
28/03/06
28/03/06 103
31/03/06

Description

ATM Withdrawal

Opening Balance

Grocery Store

HomeTown Grocery

Transfere Money
ABC Hardware
Employers R Us
Transfer Money
ATM Withdrawal
Light Company
April Rent

Internet Subscription Internet

Phone Company
Service Charge

Total For Checking

Savings

010306
QE/03/06
24/03/06

Opening Balance

Transfere Money
Transfer Money

Total For Savings

Transfer from/fto Amount
Checking USD 100.00
UsD 100.00
Opening Balance USD 1,000.00
Groceries -UJsSD 45.21
Groceries -UJsD 75.00
Savings USD 100.00
Split -USD 100.00
Split USD 670.00
Savings USD 500.00
Cash -USD 100.00
Electricity -UsSD 78.00
Rent -USD 350.00
-USD 20.00
Phone -USD 45.00
Service Charge -USD 5.00

uspD 1,451.79

Opening Balance USD 1,000.00
Checking -USD 100.00
Checking -USD 500.00

uspD 400.00

Grand Total

usp 1,951.79

This image shows the Transaction Report for the Assets accounts during March.

3. Now let’s change the transaction report to only show the various Expenses account.
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Figure5.12. Transaction Report For The Expenses During March

Transaction Report

From 01/03/06 To 31/03/06

Date MNum Description Account Amount
05/03/06 101 Grocery Store Grocerigs LsD 45.21
05/03/06 105 HomeTown Grocery Groceries UsD 75.00
06/03/06 106 ABC Hardware Household LSD 50.00
06/03/06 106 ABC Hardware Tools UsSD 50,00
14/03/06 Employers R Us Federal LsSD 180,00
14/03/06 Ermployers R Us Social Security USD 60.00
14/03/06 Employers R Us Medicare USD 90.00
28/03/06 Internet Subscription Internet sD 20.00
28/03/06 104 April Rent Rent LSD 350.00
28/03/06 102 Light Company Electricity USD 78.00
28/03/06 103 Phone Company Phone LsD 45.00
31/03/06 Service Charge Service Charge USD 5.00
Grand Total USD 1,048.21

This image shows the Transaction Report for the various Expense accounts during March.

Notice that you have not yet used one of the accounts listed in your chart, the Credit Card account. Now
that you know how to keep track of your bank and cash accounts in GnuCash, you may want to start
tracking your credit cards as well. GnuCash provides a special type of account for credit cards, and this
is discussed in the next chapter.
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Chapter 6. Expense Accounts

If managing your checkbook is thefirst step in tracking your finances, then using expense accounts to see
where you are expending money is a close second step. This chapter will give you an understanding of
how GnuCash uses expense accounts to help you keep track of many different categories of transactions.

Concepts

An expense type account is used to allow you to track how much you spend on specific expenses. Many
people's first experience with tracking expenses comes from Quicken(tm), where transactions can be as-
signed to one or more categories. In GnuCash, these categories are set up as separate accounts, which are
designated as Expense type accounts. This allows GnuCash to apply the rules of double-entry accounting
consistently. Expense accounts can be as detailed or as general as you need. Some users need only afew
accountsfor personal expensetracking. Others use GnuCash expense accountsto managetheir expensesin
great detail. Thelevel of detail you chooseis up to you. Keep in mind that with GnuCash, you can change
accounts for transactions, so if your needs change later on, it is possible to move transactions around.

Setting Up Accounts

Simple Expense Account Setup

For many users, the easiest way to set up expense accountsisto check the "Common Accounts’ when you
create anew Account Hierarchy. Thiswill establish many of the most common expense accountsthat users
need. See "New Account Hierarchy Setup” in Chapter 3 of the GnuCash Manual for more information.

Complex Expense Account Setup

If you have different expense accounting needs, you can refer to the section called “Transactions’, or
Chapter 5.4 in the GnuCash Manual for instructions on how to create accounts.

Typical reasons for adding new or different expense accounts include: to track expenses for particular
business purposes (e.g., specific types of supply expenses), to track expenses for particular tax purposes
(e.g., tax expenses that must be reported to others), or simply to track expenses that are meaningful to you
(e.g., payments made to a particular charity).

Entering Expense Transactions

While it is possible to enter transactions directly into expense accounts, it is not normally how these are
entered. For most people, transactionsfor an expense account are added when the user is entering datainto
the other account in the transaction. In other words, if you have an expense account for Charitable Dona-
tions (e.g., Expenses:Charity), you will typically add a transaction to the expense account by assigning a
check in your checking account register to the Charity account.

If you open an expense account, you will see aregister similar to most others you find in GnuCash. The
informal column headings for the transaction amounts are slightly different, however. The left (debit)
column will read Tot Expense, while the right (credit) column will read Tot Rebate.
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Other Considerations for Expense Accounts

Because expense accounts are generated entirely by you, there are no statements against which you would
reconcile your data. Therefore, thereistechnically nothing to reconcile. Y ou can, of course use the recon-
cile process for expense accounts, which will lock the transactions for future editing.

One point to consider is that as your use of GnuCash continues, the balances in these accounts will grow,
since there are usually very few credit transactions that reduce the balances. There is nothing wrong with
thissituation, but some users may wishto clear the balancesin their expense accounts periodically. Zeroing
transactions can be entered that transfer the balance of the account to an Equity account. GnuCash includes
a Closing Books procedure that includes zeroing out expense accounts. Keep in mind that this is not
necessary, and that if you need to gather information on a given expense account, you can use various
reports to extract that data without zeroing the account out.
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Chapter 7. Credit Cards

This chapter will show you how to manage your credit cards using GnuCash.

Concepts

Since you probably write a check or make an electronic payment to the credit card company each month,
you may think of your credit card bill as an expense - but it realy is not an expense. Why? A credit card
account is a short-term loan - you buy things on that loan account, and then you eventually have to pay
back the money, often with interest (your finance charge). The purchases you make with that credit card
are your expenses.

Y ou have acouple of optionswhen entering credit card transactions, so choosethe onethat fitsyour desired
level of detail. The simplest method isto simply track monthly paymentsto the credit card company. From
your bank account, you enter atransfer of money each month to the credit card expense account. Thiswill
show you the amount of money you are paying each month to the credit card company, but it won’t show
you any information about your credit card balance or credit card purchases.

A more complete way to track your credit card in GnuCash is to enter each purchase and payment as a
separate transaction. Using the credit card account register, you enter your receipts throughout the month.
When your credit card statement arrives, you reconcile the credit card account to the statement, and you
enter your payment as a transfer of money from your checking account to your credit card account. This
method gives you more information about your bal ance during the month and points out any discrepancies
during reconciliation, but you will have to do more data entry.

Setting Up Accounts

To begin managing your credit cardsin GnuCash, you should set up a Liability top level account and under
this parent account create credit card type accounts for each credit card you use. If you are tracking only
the payments you make to the credit card company, then all you need is a bank account and a credit card
account to enter your transactions.

The charges you make on your credit card are expenses, so you will have to set up these accounts under
the top-level account called Expenses. If you decide to keep a more detailed records of your purchases,
you will need to create expense accounts for each kind of purchase you make. Since you will aso be
reconciling the balance to your credit card statements, you should also enter an opening balance in each
credit card account. The easiest way to do thisisto use your last statement bal ance as the opening balance.

Simple Setup

If you do not want to track each expense made on the credit card, you can set up asimple account hierarchy
likethis:

- Asset s
- Bank
-Liabilities
-Credit Card
- Expenses
-Credit Card
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In this example, if you enter your total amount charged per month as a transaction between Liabili-
ties:Credit Card and Expenses: Credit Card. When you make a payment, you would enter a transaction
between Assets:Bank and Liabilities: Credit Card.

The obvious limitation of this simple credit card setup is that you cannot see where your money is going.
All your credit card expenses are being entered in the Credit Card expense account. Thisis, however, very
simple to set up and maintain.

Complete Setup

If you want to track your expenses more completely, you should set up multiple expense accounts named
for the various kinds of expenses you have. Each charge on your credit card is then entered as a separate
transaction between your Credit Card liability account and a specific expense account. Below isan example
of an account hierarchy for this:

- Asset s
- Bank
-Liabilities
-Credit Card
- Expenses
- Food
- Car
-Cl ot hes
-Ent ertai nnent
-Interest
- Service

Clearly, you should enter specific expense accounts which fit your spending habits. The only difference
with this setup as compared to the simple setup is that the expenses have been subdivided by groups. Also
notice that there is an “Interest” expense, thisis used for when your credit card charges interest on your
monthly unpaid balance. The “ Service” expense account is used to track service expenses associated with
the credit card, such asthe yearly usage feeif it exists. With this setup, you will be able to see where your
money goes every month, grouped according to the expense accounts.

Therest of this chapter will assume you are using the compl ete setup.

Entering Charges

Entering your charges provides you with a more complete picture of your spending habits. Charges on
a credit card are tracked as a transaction between the credit card liability account and the appropriate
expense account.

When you pay for goods or services with your credit card, you are telling the credit card company to
pay the merchant for you. This transaction will increase the amount of money you owe the credit card
company, and the credit card balance will increase. The other side of these transactionswill in most cases
be an expense account. For example, if you buy clothing from a store with your credit card for $50, you
would be transferring that money from the credit account into Expenses.Clothing.

Entering these transactions into GnuCash allows you to track how much you owe the credit card company,
aswell as providesyou abetter picture of your overall accounts. It also allowsyou to monitor your account
and ensure that fraud is avoided.

Adding transactions to a credit card account is similar to entering transactions in other accounts. Y ou can
enter them manually, or import them from your credit card company using a compatible import format.

94



Credit Cards

For assistance with entering transactions, see Chapter 6 of the GnuCash Manual and the section called
“Transactions”.

Entering Payments

Most payments to your credit card bill are entered as transfers from a bank account (asset) to the credit
card account (liability). When you pay the monthly bill, you are withdrawing money from a bank account
to pay down the credit card balance. This transaction decreases both your bank account balance and the
amount of credit card debt you owe.

When you return a purchase, you receive arefund on your credit card. Thisis another type of payment in
that it decreases the amount of credit card debt you owe. If you recorded the original purchase transaction
as atransfer from the credit card account to the expense, you now simply reverse that transaction: transfer
the money back from the expense to the credit card account. This transaction decreases both the expense
account balance and the credit card account balance. For example, if you originally recorded a credit card
purchase of clothing, the transaction is a transfer from the credit card account to the clothing expense
account. If you then return that clothing for arefund, you simply transfer the money back from the clothing
expense account to the credit card account.

Note

A common mistake is to enter a refund as income. It is not income, but rather a “negative ex-
pense”. That iswhy you must transfer money from the expense account to your credit card when
you receive arefund.
To clarify this, let’'s run through an example. Y ou bought some jeans for $74.99 on your VISA card, but
realized oneday later that they aretoo big and want to return them. The shop gracefully agrees, and refunds
your credit card.
1. Start with opening the previous datafile we stored (gcashdat a_5), and storeit asgcashdat a_6.
2. Open the Liabilities:Visa account register and enter a simple 2 account transaction to pay the $74.99

jeans purchase. The Transfer account should be Expenses: Clothes and you Charge your Visa account
with the $74.99.

Note

Since we had not created the Expenses: Clothes account previously, GnhuCash will prompt us
to create it. Just remember to create it as an Expense account

3. Enter the refund in one of the following way.

» Enter the same transaction as the purchase transaction, but instead of a “Charge” amount, use a
“Payment” amount in the Credit Card account register.

» Select the purchase transaction you want to refund (that is the Jeans transaction in our case), and
selecting Transaction - Add Reversing Transaction . Modify the date as needed.

After reversing the transaction, your credit card account should look something like this:
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Figure 7.1. Credit Card account after reversing a purchase

geashdata_6 - Visa

file Edit \few Tapsaction Actions Business PFeports Tools Windows Help
B x H o + X P H @ S
Save Close Duplicate  Delete Eniter cancel Blank Splt Jurmng
| & Accounts | visa
Fxl!- [hiurr [Description Transfer R |Payment |Charge Balance [«
01/03/08 | Opening Balance Equity:Opening Balance | n 500.00 500.00
03/04/06 Jeans A Us Expanses:Clathes [ n 74,58 574.99
05/04)06 | Jeans R Us E lathes [ n 7459 500.00 | -
z ] FTYPS Py ENET S P = T— e D
Prasent: USD S00.00  Future:USD 500,00 Cleared:USD 0.00 Reconciled:USD 0.00 Projected Minimum: USD 500.00
Manday 17 April 2006

Thisimage shows Liability: Credit Card - Register after reversing a purchase transaction.

And the Expenses:. Clothes register should look something like this:

Figure 7.2. Expenses account after reversing a purchase

geashdata_6 - Clothes

File Edit \ew TWapsaction Actions Business PReports Tols Windows Help

B x T | + X . ) .
Save Clase Duplicate  Delete Enter Cancel Blank Splht Jurmg
™ A:counts.ﬁ visa | it Clothes
[Date [Num [Descrigtion Transfer R [Expense [Rebate  |Balance | ~
03/04/05 | Jeans R Ls Liabilties \visa | n Fa.59 74.99
05/04/06 Jeans R Lis Liabdities Visa | n 4.99 0.00
[17maes] n
-
T 0}
Prasent: ISD 0.00 Future:USD 0.00 Cleared: USD 0.00 Reconciled:USD 0.00 Projected Minemum: LISD 0.00

Enter & description of the transaction

This image shows Expenses: Clothes register after reversing a purchase transaction.

4. Savethe GnuCash datafile.

Putting It All Together

Now that we have covered the basic ideas behind the various transactions you must make to successfully
track your credit card in GnuCash, let’ s go through an example. In this example, we will make credit card
purchases, refund two of the purchases, get charged interest on the unpaid balance, reconcile the credit
card account, and finally make a partial payoff of the credit card.

Open GnuCash file

Start with opening the previous datafile we stored, gcashdat a_5, and store it asgcashdat a_6 di-
rectly. The main window should look something like this:
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Figure 7.3. Starting account structure for tracking a credit card

gcashdata & - Accounts

=

File Edit Wiew Actions Business

=

Reports Tools Windows Help

o (R

Save Open  Edit Mew Delete
@ Accounts
Account Name v  Type Commaodity Total
~ % Assets US Dollar  USD 1,601.79
im Cash Cash s Dollar LsD 100.00
i Checking Bank Us Dollar  UsD 1,101.79
@ Savings Bank Us Dollar USD 400.00
b dm Equity Equity US Dollar  USD 1,500.00
~ fm Expenses Expense  US Dollar USD 1,398.21
i@ Clothes Expense  US Dollar USD 0.00
i Electricity Expense Us Dollar UsSD 78.00
fm Groceries Expense s Dollar UsD 120.21
f Household Expense  US Dollar USD 50.00
fw Internet Expense Us Dollar UsSD 20.00
im Phone Expense s Dollar USD 45.00
fm Rent Expense  US Dollar USD 700.00
fm Service Charge Expense Us Dollar USD 5.00
b im Taxes Expense s Dollar sD 230.00
fm Tools Expense  US Dollar USD 50.00
I ém Income Income Us Dollar UsD 1,000.00
< ¢m Liabilities Liability s Dollar LSD 500.00
fm \isa Credit Card US Dollar USD 500.00
‘ Ush: Assets: LUSD 1,101.789 Profits; -LUSD 398.21 = ‘

Starting account structure for tracking a credit card in the putting it all together example.
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Purchases

Let’s make some purchases on our visa card. Start by buying $25 worth of food from the Greasy Spoon
Cafe, $100 worth of clothing from Faux Pas Fashions, $25 worth of gasoline from Premium Gasoline,
$125 worth of groceries and household items from Groceries R Us (split between $85 in groceries and $40
in household items) and finally, $60 worth of household items from CheapMart.

We also redo the exercise in previous chapter, with purchasing a pair of Jeans for $74.99 on April 3, and
refund them two days | ater.

The register window for the credit card liability should look like this:

Figure7.4. Initial credit card purchases

gcashdata_& - Visa

File Edit \iew Tapsaction Actions Business Reports Tols Windows Help
B *x ® 8 + x & @ © .
Save Close Duplicate  Delete Eniter Cance alank Spilt Jurrg
| @ Accounts | @ visa
[Date Nurr [ Descriptian Transfer R [Payment [Charge |Balance | ~
01/03/08 Opening Balance Equity-Opening Balance | n 500 .00 500,00
03/04/06 Jeans R Us Expenses:Clothes | n 7488 | 574.9%
05/04/06 |eans R Us Expanses:Clathes | n 7495 500,00
10/04/06 Greasy Spoon Cafe ExpensesFood | n 25.00 525.00
11/04/06 Faux Pas Fashion ExpensesiClothes | n 100.00 625,00
12/04/06 Premium Gasoln Expenses:Car | n 25.00 650.00
13/04/06 Groceries R Us -- Split Tramsaction -- [ n 125.00 77500
13/04/06 CheapMart ExpansasHousehald [ n 60.00 893%.00 | &
™ | o] e = S e e —0
Present;ISD 83500 Future:USD 835,00 Cleared:USD 0.00 Reconcied:USD 0,00 Projected Minimum: USD 83500
Thursday 13 April 2006

Initial credit card purchases.

Refund

Now suppose that on April 15th you return the clothes you bought on April 11th from Faux Pas Fashions
and they give you credit back on your credit card. Enter atransaction for the credit card refund for the full
$100 amount. Remember to use the same transfer account you used for the original purchase, and enter the
amount under the Payment column. GnuCash will automatically complete the name and transfer account
for you, but it will also automatically enter the $100 in the Charge column. Y ou will need to reenter the
amount in the Payment column. The transaction looks like this:

Figure7.5. Item return transaction refunded to credit card

geashdata_6 - Wisa

File Edit \iew Tapsaction Actions Business Reports Tols Windows Help

B x @m 8 %+ X

=
Save Clase Duplicate  Dalete Erter  Cance Blank Selt Jurrig

peere—
| Accounts | @ visa

-

@T;ETH! Hurr [Deseription Tranafer R_|Payment chwﬁnﬂ_radmu -]

! FausPas Fashion | Ewpansesilothes | n 100,00 | Bas.00 |
12/04/06 Premium Gasobn Expenses:Car | n 25.00 &50.00
13/04/06 Grocaries A Us -- Split Transaction -- | n 125.00 775.00
13/04/06 Cheaphart ExpensesHousehald [ n 60.00 835.00
15/04/06 Faux Pas Fashion - Refund Expansas:Clathes [ n 100.00 73500 —

| TP E— S - =

Prasent: USD 73500 Future:USD 735,00 Cleared:USD 0.00 Reconciled:USD 0.00 Projected Minimum: USD 735.00
Enter & description of the transactian

Returning clothes to Faux Pas Fashions, refund to credit card.
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Interest Charge
After the month of spending, unfortunately, the credit card bill arrivesin the mail or you accessit on-line

through the internet. Y ou have been charged $20 in interest on the last day of April because of the balance
you carried from the previous month. This gets entered into the credit card account as an expense.

Figure7.6. Interest chargeon the Credit Card

gcashdata_6 - Wisa

File Edit \fiew TWapsaction Actions Business PReports Tols Windows Help

= x | g + X =] L -
Save Close Duplicate  Delete Enter Cance Blank Spht Jurmg
R
| i Accounts | @ visa
|D|tn Murr | Description Transfer R |Payment |Charge Balance | =
103 Cheaphart ExpensesHousenald | n 60,00 35,00

15/04/06 Faux Pas Fashion - Refund Expenses:Clathes | n 100.00 FIS.00)
30/04/08 Intarest Ewpensesintarest | n 20.00 75500 |

‘ 3
Prasent: USD 73500 Future:USD 755,00 Cleared:USD 0,00 Reconciled:USD 0.00 Projectad Minimum:USD 755.00
Sunday 30 April 2008

Interest charge.

Reconciliation

When your credit card bill arrives you should reconcile your credit card account to this document. This
is done using GnuCash's built-in reconciliation application. Highlight the credit card account and click
on Actions - Reconcile... . This reconciliation procedure is described in detail in the the section called
“Reconciliation”, but we will step through the process here as well. For this example, let’s assume that
the credit card statement is dated May 1st, with afinal balance of $455. Enter these valuesin to theinitial
Reconcile window as shown here.

Figure7.7. Thelnitial Reconciliation Window For The Credit Card

|'- &2 Liabilities:Visa - Reconcile

Reconcile Information

Staternent Date: |01/04/06 ]

Starting Balance: USD 0.00

Ending Balance: [dSE.DD l

Include subaccounts:

| Enter Interest Charge... |

‘ xgance|| ‘ @QK ‘

During the reconciliation process, you check off each transaction in the account as you confirm that the
transaction appears in both your GnuCash account and the credit card statement. For this example, as
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shown in the figure below, there is a $300 difference between your GnuCash accounts and the credit card
statement.

Figure 7.8. The Main Reconciliation Window With A Discrepancy

Liabilities:Visa - Reconcile

Reconcile Account Jransaction Help

O B 8 ™= @« X

Mew Edit Delete Open Postpone  Cancel
Fumds In Funds Out
Date I Description Amount | R [* Date | MW Description Amount | R
05/04) |eans R Us Ta.95 0103  Opening Balance S00.00
15/04/ Faux Pas Fashion - Refu 10000 0304 |eans R Us 74599
10/04)  Greasy Spoon Cafe 2500 ~
11404  Faux Pas Fashion o000 <
12/04;  Premium Gasclin 25,00 #
13/04; Groceries R Us 12500 ~
13/04; CheapMart 60,00 ~
[zo/04/  interest 2000 A
= | ]
Total: USD 174,59 Total: USD $29.99

Starting Balance;  USD 0.00
Ending Balance: USD 455.00
Reconciled Balance: USD 755.00
Difference: -USD 300.00

Main account reconciliation window, demonstrating a discrepancy of $300.

Someinvestigation uncoversthat you forgot to record apayment you made on March 5th to the credit card
company for $300, you must enter this payment transaction from your bank account to the credit card.
Now the credit card statement and your GnuCash account can be reconciled, with a balance of $455.

Payment

Assuming you have completed reconciliation of your credit card account, you need to make a payment to
the credit card company. In this example, we owe $455 but will make a partial payment of $300 again this
month. To do so, enter a transaction from your bank account to the credit card account for $300, which
should reduce your credit card balance to $155. Y our credit card account register should now appear like
this:

Figure 7.9. The Credit Card Account After Reconciliation And Payment

geashdata & - Visa

Gle Edit ‘few Trapsaction Actions Business Beports Tols Windows Halp
B x [T} [~ £ = &0
Save Close Duplicate  Delate Enter Cancel Blank Split Jump  Schedule

—

i Accaunts & Visa

Data. T [Description Transfar [R [Paymant B
nunms| Opering Balance Equity:Opering Balance | y 500.00 500.00 |
05/03/06 Partial Payment Assets:Checking | v [ 300.00 200.00
03704706 | Jeans R Us lathes | y 7a99] 27ass|]
05/04/06 Jeans AL Us Expenses:Clathes | y 7459 200.00
100406 | Greasy Spoon Cafe ExpensesFood | y 2500  235.00(]
11/04/06 Faux Pas Fashian Expenses:Clathes | y 10000 32500
120406 | Premium Gasolin Expenses:Car | y 25.00]  aso.00(]
13/04/06 Groceries R Us -- Splt Transaction - [ ¥ 12500  475.00
1304706 | CheapMart ExpensesHousehold | y 60.00[ S3s00(]
1504706 Faux Pas Fashion - Refund Expenses:Clathes | y 10000 435.00
3004708 | Intarest Expensesintarast | y 2000] ass00(]
osjoe | Partial Payment of Visa Bil Assets:Chacking [ n [ 300.00 185.00 | —

‘ 3

Presert:USD 43500 Future:USD 15500 Cleared:USD 455.00 Reconciled: USD 455.00 Projected Minimurm: LFSD 455.00

Friday 05 May 2006

Account register after reconciliation and payment.

Go back to the main window and save your file (gcashdat a_6). Your chart of accounts is steadily
growing, and it should now look like this:
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Figure 7.10. The Chart of Accounts After Account Reconciliation And Payment

gcashdata & - Accounts

File Edit View Actions Business Reports Tools Windows Help
= &l
Save Mew
W Accounts
Account Marme v  Type Comrmodity Total ] 2
~ fm Assets Asset Us Dollar  USsD 1,001.79
im Cash Cash s Dollar LsD 100.00
fm Checking Bank Us Dollar UsSD 501.79
fm Savings Bank Us Dollar USD 400.00
b fm Equity Equity US Deollar  USD 1,500.00
~ fm Expenses Expense  US Dellar USD 1,653.21
fm Car Expense  US Dollar USD 25.00
im Clothes Expense s Dollar ILSD 0.00
i Electricity Expense  US Dollar UsD 78.00
fm Food Expense  US Dollar USD 25.00
fm Groceries Expense s Dollar sD 205.21
f Household Expense  US Dollar USD 150.00
i Interest Expense Us Dollar UsSD 20.00
im Internet Expense s Dollar UsD 20.00
i Phone Expense  US Dollar USD 45.00
fm Rent Expense Us Dollar UsSD 700.00
fm Service Charge Expense  US Dollar USD 5.00
b im Taxes Expense  US Dollar USD 330.00
fm Tools Expense Us Dollar USD 50.00
b ¢m Income Incorme s Dollar  UsD 1,000.00
— fm Liabilities Liability Us Dollar USD 155.00
im Visa Credit Card US Dollar LsSD 155.00
‘ Ush: Assets: USD B46.789 Profits: -USD 653.21 =
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Save file

Last, save the GnuCash datafile (gcashdat a_6).

Reports
Aswe did in the previous chapters, let’s have alook at a Cash Flow, and a Transaction Report.
1. Firstlet’'shave alook at the Cash Flow report for the liability account Visaduring the month of March.

Select the cash flow report from Reports - Income & Expense - Cash Flow .
Figure 7.11. The Cash Flow report for the month of March

Cash Flow - 01/03/06 to 30/04/06 for
Selected Accounts

@ Liabilitiesvisa

Money into selected accounts comes from

Assets:Checking USD 300.00
Expenses:Clothes sD 174,99
Money In usp 474.99

Maoney out of selected accounts goes to

Equityv:Opening Balance USD 500.00
Expenses:Car UsD 25.00
Expenses:Clothes sD 174,99
Expenses:Food UsD 25.00
Expenses:Groceries LUsD 85.00
Expenses:Household sD 100.00
Expenses:interest UsD 20.00
Money Out uspD 929.99
Difference -USD 455.00

This image shows the Cash Flow report after Chapter 7, Credit Cards.
2. Now let’s have alook at corresponding transaction report for the Visa account.

Select the transaction report from Reports - Transaction Report .
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Figure 7.12. The Transaction Report for the Visa account during March/April

Transaction Report

From 01/03/06 To 30/04/06

Date MNum Description Transfer fromfto Amount
Visa
March 2006
01/03/06 Opening Balance Opening Balance USD 500.00
05/03/06 Partial Payment Checking -JSD 300.00
Total For March 2006 uUsSD 200.00
April 2006
03/04/06 Jeans R Us Clothes IsD 74,99
05/04/06 Jeans R Us Clothes -lJsSD 74.99
10/04/06 Greasy Spoon Cafe Food USD 25.00
11/04/06 Faux Pas Fashion Clothes UsD 100.00
12/04/06 Premium Gasolin Car IUSD 25.00
13/04/086 Groceries R Us Split UsD 125.00
13/04/06 CheapMart Household IsSD 60.00
15/04/06 ;21';‘:”?5 Fashion - Clothes -USD 100,00
30j04/08 Interest Interest UsD 20.00
Total For April 2006 uspD 255.00
Total For Visa UsSD 455.00
Grand Total USD 455.00

This image shows the Transaction Report for the Visa account during March/April.

3. Now let’s change the transaction report to only show the various Expenses accounts.
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Figure 7.13. The Transaction Report for the Expenses accounts during April

Transaction Report

From 01/04/06 To 30/04/06

Date Num Description Account  Amount
Car
12/04/06 Premium Gasolin Car USD 25.00
Total For Car UsD 25.00
Clothes
03/04/06 Jeans R Us Clothes USD 74,99
05/04/08 Jeans R Us Clothes -lJSD 74,99
11/04/06 Faux Pas Fashion Clothes UsSD 100.00
15/04/06 ;Z;‘:nzas Fashion - Clothes  -USD 100.00
Total For Clothes uUsD 0.00
Food
10/04/06 Greasy Spoon Cafe Food IsSD 25.00
Total For Food UsSD 25.00
Groceries
13/04/06 Groceries R s Groceries IUSD 85.00
Total For Groceries USD 85.00
Household
13/04/06 Groceries R s Household LUsSD 40.00
13/04/06 CheapMart Household LSD 60.00
Total For Household USD 100.00
Interest
30/04/06 Interest Interest LsD 20.00
Total For Interest uspD 20.00
Rent
28/04/086 May Rent Rent LUSD 350.00
Total For Rent usD 350.00
Grand Total USD 605.00

Thisimage shows the Transaction Report for the various Expense accounts during April.
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Chapter 8. Loans

This chapter explains how to manage your loans with GnuCash.

Basic Concepts

A loan is defined as afinancial transaction in which someone pays for the use of someone else’'s money.
There are many familiar examples of loans: credits cards, auto loans, house mortgages, or a business |oan.

Terminology

Before discussing tracking loan in GnuCash specifically, it will be helpful to present a glossary of termi-
nology. The terms presented below represent some of the basic concepts found concerning loans. It is
a good idea to become familiar with these terms, or at least, refer back to this list if you encounter an
unfamiliar word in the later sections.
Amortization
Therepayment planwhichwill insurethat aloan iseventualy paid off, typically utilizing equal valued
monthly payments. These payments are usually split into principal and interest, where the amount of
principal per payment increases (and interest decreases) as the amortization period el apses.
Borrower
The person or company that receives the money from aloan.
Default
The time when a borrower failsto repay aloan according to the terms agreed upon with the lender.
Deferment
A temporary delay in the repayment of aloan.
Delinquency
It isthe term that refersto late payments.

Disbursement

An amount of the loan paid to the borrower. Some loans have multiple disbursements, meaning the
borrower does not receive the full amount of the loan at one time.

Interest
The expense charged by the lender to the borrower for the use of the money loaned. Thisistypically
expressed in terms of a yearly percentage charged on the principal borrowed, known as the Annual
Percentage Rate or APR.

Lender

The company or person who lends money to a borrower.
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Loan Fee

A processing fee removed from the principal at the time the borrower receives aloan.
Principal

The original amount of the loan, or the amount of the original loan that is still owed. When you make
amonthly payment on aloan, part of the money pays the interest, and part pays the principal.

Promissory Note

The legal agreement between the borrower and lender concerning the loan.

Setting Up Accounts

When aborrower obtainsaloan, it is usually with the intention to make a purchase of something of value.
In fact, most loans require the borrower to buy some predetermined asset, such as a house. This asset is
insurance against the borrower defaulting on the loan. There are, of course, examples of loans which do
not necessarily have an associated high value asset, such as educational loans.

For the account structure presented here, we will assume the loan was used to purchase a compensating
asset.

A loan is aliability, the interest you accrue on the loan is an on-going expense, and any administrative
fees you may have to pay would be another expense. The thing purchased with the money from aloan is
an asset. With these parameters, we can now present a basic loan account structure:

Basic Loan Account Structure

- Asset
-Current Assets
- Savi ng
- Fi xed Assets
- Asset Purchased
-Liability
- Loans
- Mort gage Loan
- Expenses
-l nterest
- Mortgage | nterest
- Mort gage Adm Fees

GnuCash has a number of predefined loan account hierarchies available, including Car Loans and Home
Mortgage Loans. To access these predefined account structures, click on Actions - New Account Hierar-
chy... and select the loan typesin which you are interested.

Calculations

Determining loan amortization schedul es, periodic payment amounts, total payment value, or interest rates
can be somewhat complex. To help facilitate these kinds of calculations, GnuCash has a built-in Loan

Repayment Calculator. To access the calculator, go to Tools - Loan Repayment Calculator .

106



Loans

Figure 8.1. Loan Repayment Calculator

Loan Repayment Calculator b
Calculations Payment Options
Payment periods Compounding:
i Type: o) Discrete Continuous
Frequency: Monthly -
Interest rate
8.50 Clear Period:
Present value When paid: Beginning () End
15,000.00 Hler Frequency: Monthly -

Periodic payment
-400.00 Clear

A Payment Total: ~ -4,800.00

11,334.38 Clear

Close

The GnuCash L oan Repayment Calculator.

The Loan Repayment Calculator can be used to calculate any one of the parameters. Payment Periods,
Interest Rate, Present Value, Periodic Payment, or Future Value given that the other 4 have been defined.
Y ou will also need to specify the compounding and payment methods.

Payment Periods

The number of payment periods.
Interest Rate

The nominal interest rate of the loan, i.e., the yearly interest rate.
Present Value

The present value of the loan, i.e., current amount owed on the loan.
Periodic Payment

The amount to pay per period.
Future Value

The future value of theloan, i.e., the amount owed after all payment periods are over.
Compounding

Two interest compounding methods exist, discrete or continuous. For discrete compounding select
the compounding frequency from the popup menu with arange from yearly to daily.

Payments

The popup menu allows you to select the payment frequency with arange from yearly to daily. You
can also select whether your payments occur at the beginning or end of the period. Payments made
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at the beginning of the payment period have interest applied to the payment as well as any previous
money paid or money still owed.

Example: Monthly Payments

What is your monthly payment on a $100,000 30 year loan at afixed rate of 4% compounded monthly?

This scenario is shown in the example image above. To perform this calculation, set Payment Periods
to 360 (12 months x 30 years), Interest Rate to 4, Present Value to 100000, leave Periodic Payment
empty and set Future Value to O (you do not want to owe anything at the end of the loan). Compounding
is Monthly, Payments are Monthly, assume End of Period Payments, and Discrete Compounding. Now,
click on the Calculate button next to the Periodic Payment area. You should see $- 477. 42.

Answer: You must make monthly payments of 477.42.

Example: Length of Loan

How long will you be paying back a$20,000 loan at 10% fixed rate interest compounded monthly if you
pay $500 per month?

To perform this cal cul ation, leave Payment Periods empty, set Interest Rate to 10, Present V alue to 20000,
Periodic Payment is -500, and Future Value is O (you do not want to owe anything at the end of the
loan). Compounding is Monthly, Payments are Monthly, assume End of Period payments, and Discrete
Compounding. Now, click on the Calculate. Y ou should see 49 in the Payment Periods field.

Answer: You will pay off theloan in 4 years and 1 month (49 months).

Advanced: Calculation Details

In order to discussthe mathematical formulas used by the L oan Repayment Cal culator, wefirst must define
some variables.

n == nunber of paynment peri ods

% == nominal interest rate, NAR charged
PV == Present Val ue

PMI' == Peri odi c Paynent

FV == Future Val ue

CF == Conpoundi ng Frequency per year

PF == Paynment Frequency per year

Nor mal val ues for CF and PF are:

1 == annual
2 == sem -annua
3 == tri-annual
4 == quaterly
6 == bi-nonthly
12 == nonthly
24 == sem -nonthly
26 == bi-weekly
52 == weekly
360 == daily
365 == daily
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Converting between nominal and effective interest rate

When a solution for n, PV, PMT or FV is required, the nominal interest rate (i) must first be converted
to the effective interest rate per payment period (ieff). This rate, ieff, is then used to compute the selected
variable. When asolution for i isrequired, the computation produces the effective interest rate (ieff). Thus,
we need functions which convert from i to ieff, and from ieff toi.

To convert fromi to ieff, the foll ow ng expressions are used:
Di screte Interest: ieff (L +i/CRMCFPF) - 1
Continuous Interest: ieff er(i/PF) - 1 =exp(i/PF) - 1

To convert fromieff to i, the foll ow ng expressions are used:
Di screte Interest: i = CF*[(1+ieff)~(PF CF) - 1]
Continuous Interest: i = In[(1+ eff)”PF]

Note

In the equations below for the financial transaction, all interest rates are the effective interest rate,
“ieff”. For the sake of brevity, the symbol will be shortened to just “i”.

The basic financial equation

One equation fundamentally links all the 5 variables. Thisisknown asthe fundamental financial equation:

PVE (1 + i)An + PMI*(1 + i X)*[(1+i)*n - 1]/i + FV = 0

VWhere: X
X

0 for end of period paynents, and
1 for beginning of period paynents

From this equation, functions which solve for the individual variables can be derived. For a detailed
explanation of the derivation of this equation, see the comments in the file | i bgnucash/ app-
util s/ cal cul ation/fin. c[https.//github.com/Gnucash/gnucash/tree/stable/libgnucash/app-utils/
calculation/fin.c] from the GnuCash source code. The A, B, and C variables are defined first, to make the
later equations simpler to read.

A=(1+i)n -1
B=(1+iX/i
C = PMI*B

n=1In[(C- FV)/(C+ PV]/In((1 +i)
PV = -[FV + A*Cl/ (A + 1)

PMI = -[FV + PV (A + 1)]/[ A*B]

FV = -[PV + A*(PV + O]

The solution for interest is broken into two cases.
The sinple case for when PMI == 0 gives the solution:
i = [FV/PV]~(1/n) - 1

Thecasewhere PMT !=Qisfairly complex and will not be presented here. Rather than involving an exactly
solvable function, determining the interest rate when PMT !=0 involves an iterative process. Please see
thel i bgnucash/ app-util s/ cal cul ati on/fi n. c sourcefilefor adetailed explanation.
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Example: Monthly Payments

Let’'s recalculate the section called “Example: Monthly Payments”, this time using the mathematical for-
mulas rather than the Loan Repayment Calculator. What is your monthly payment on a $100,000 30 year
loan at afixed rate of 4% compounded monthly?

First, let's define the variables: n = (30*12) = 360, PV = 100000, PMT = unknown, FV =0, i =
4%=4/100=0.04, CF = PF = 12, X = 0 (end of payment periods).

The second step is to convert the nominal interest rate (i) to the effective interest rate (ieff). Since the
interest rate is compounded monthly, it is discrete, and we use: ieff = (1 + i/CF)(CF/PF) - 1, which gives
ieff = (1 +0.04/12)7(12/12) - 1, thusieff = 1/300 = 0.0033333.

Now we can calculate A and B. A = (1 + i)™ - 1 = (1 + 1/300)"360 - 1 = 2.313498. B = (1 + iX)/i = (1
+ (1/300)* 0)/(1/300) = 300.

With A and B, we can calculate PMT. PMT = -[FV + PV*(A + 1)]/[A*B] = -[0 + 100000* (2.313498 +
1)] /[2.313498 * 300] = -331349.8 / 694.0494 = -477.415296 = -477.42.

Answer: You must make monthly payments of 477.42.

House Mortgage (How-To)

A house mortgage can be setup using the account structure present in the section called “ Setting Up Ac-
counts’.

As an example, assume you have $60,000 in you Saving account, and you buy a $150,000 house. The
mortgage is charging 6% APR, and has administrative fees (closing costs, etc) of 3%. Y ou decide to put
$50,000 down, and thus will need to borrow $103,000, which will give you $100 after the closing costs
are paid (3% of $100,000).

Y our accounts before borrowing the money:
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Figure 8.2. Accounts Before Receiving L oan

=no file>= - Accounts

File Edit “iew Actions Business Reports Tools Windows Help
= (i
Save [
fm Accounts

Account Name v Total 3
~ fm Assets USD 60,000.00
~ fm Current Assets USD 60,000.00
fm Savings Account UsD s0,000.00
~ fm Fixed Assets USD 0.00
fm House USD 0.00
~ §m Equity USD 60,000.00
fm Opening Balances USD 60,000.00
~ fm Expenses USD 0.00
~ fm Interest USD 0.00
fm Mortgage Interest USD 0.00
fm Mortgage Adm Fees USD 0.00
— fm Liabilities USD 0.00
~ fm Loans USD 0.00
fm Mortgage Loan USD 0.00

‘ USD, grand total: Assets: USD 60,000.00 Profits: USD 0.00 = ‘

| |

The purchase of the house is recorded with a split transaction in the Assets: Fixed Assets: House account,
with $50,000 coming from the bank (i.e., your down payment), and $100,000 coming from the Mortgage.
Y ou can place the $3,000 closing costs in the same split, and we increase the house loan to $103,000 to
include the closing costs as well.

Table 8.1. Buying a House Split Transaction

Account Increase Decrease
Assets;Fixed Assets;House $150,000
Assets;Current Assets;Bank $50,000
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Liabilities:L oans:Mortgage L oan $103,000

Expenses:Mortgage Adm Fees | $3,000

The split will look like thisin the Assets: Fixed Assets:House Account:

Figure 8.3. Mortgage Split Transaction

fle Edit Mew Tapsaction Actions Business Beports Bols Windows Help

B o ® g + x 3[BE % &y .
Save Close Duplicate  DOelete Enter Cancel Blank Spl jump  Schedule Transter
it Accounts | i House

a4 | |Buy bous

150.000.00 - 150,000.00
Total value of house Assels Fooed Assels House n | 150.000.00
|Closing costs ExpansesMarigage Adm Feas [n| 300000
| Down payment Assets:Cument Assets Savings Account | n 50,000.00 | L
|Loan & Closing costs Linbilkies Lasns:Mortgage Laan |n | 103.0090.00 | A

; 1 I I
Prasent:USD 150.000,00 Future:USD 150.000.00 Chared:USD 000 Recarciled: USD 0.00  Prajactad Minimum: LS 150,000.00
Buy hause

Which will give a Chart of Accounts likethis:
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Figure 8.4. Mortgage Accounts

=no file= - Accounts

File Edit View Actions Business Reports Tools Windows Help
Save MNew

@ Accounts

Account Mame w Total 4

v fm Assets
= @ Current Assets
fm Savings Account
<~ {m Fixed Assets

~ fm Liabilities
v W Loans
i Mortgage Loan

UsD 160,000.00
UsD 10,000.00
UsD 10,000.00

UsD 150,000.00

fm House USD 150,000.00

— §m Equity USD 60,000.00
fm Opening Balances USD §0,000.00

~ §m Expenses USD 3,000.00
~ fm Interest USD 0.00
fm Mortgage Interest USD 0.00

fm Mortgage Adm Fees UsD 3,000.00

LUSD 103,000.00
LSD 103,000.00
LSD 103,000.00

| USD, grand total: Assets: USD 57,000.00 Profits: -USD 3,000.00 = |

Automobile Loan (How-To)

The automobile Loan, or in common terms, car Loan, is treated more or less exactly as the house |oan.
The only differenceis different accounts, and different interest rates. The basic car loan account structure
isasfollows:

- Asset
-Current Assets
- Savi ng
- Fi xed Assets
- Car
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-Liability
- Loans
-Car Loan
- Expenses
-l nt erest
-Car Loan Interest
-Car Loan Adm Fees

For more information, please check the section called “House Mortgage (How-To)”".

A Personal Loan to a friend (How-To)

Itisnot awaysyou are borrowing money from the bank, sometimes you borrow money from your family,
or perhaps even lend money to a friend. This How-To chapter will describe one way to handle lending
money to afriend.

We are basing this How-To on the following generic account structure.

- Asset
- Bank
- Bank Account
- Money owed to you

- Person
-l ncone
-Interest |ncone
- Person

Thisexample will show how to track a personal loan of 2,000 USD (default currency) to your friend Peter.

Loan Specifications

Peter wants to borrow $2,000 dollars from you and plansto pay you back monthly for the next 18 months.
Since heisyour friend, (but not that close) you both agree on ayearly interest rate of 5%.

In summary we have the below details. Peter’ sloan details:

¢ Principal Amount - $2,000

* Term - 18 months with 12 payments per year

» Annua Percentage Rate: 5%

e Monthly Payment : ??

So how do you calculate the Monthly Payment?

Y ou have a number of different options, like paper and pen, Li nux Calculator, Apache OpenOffice/Li-
breOffice Calc module, but the easiest is to use GnuCash L oan Repayment Calculator. Thistells you that
the Monthly Payment should be $115.56.

But you need to know how much of thisis Interest and how much is Principal to be able to do a proper
bookkeeping. For thisyou need amore powerful tool, something like the Calc module in Apache OpenOf-
fice/LibreOffice, and in particular the PMT function.
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Figure 8.5. Calculation Of Private L oan Details

Start End
Amount Interest Principal Amount

Jan 2,000.00 8.33 10723 183277

Loan Amount $2000.00 Feb 189277 V.89 107.67 178510
Number of months 18] Mar 178510 7.44 108.12 167697
Payments per year 12 Apr 1E76.97 6.99 10857 1,568.40
Interest per year 5%| May 1568.40 6.54 109.03 1,459.37
Monthly payment $115.86)  Jun 145937 6.08 109.48 134989

Jul  1,349.89 562 10994 1239.96

Aug 1239.96 AN 1039 112956

Monthly Paymert=PMT(C8/CT C6-C50)  Sep 1,129.56 471 11085 101871
Oct 101871 4.24 11.32 907.39

Interest=(FCHEFCHTIF4 Nov  8907.39 378 n.ve 79561
Dec  T95.61 332 1225 683.37
Principal=5C$8-G4 Jan  BB83.37 285 1271 570.65
Feb  &70ES 238 13.18 457 .47
Endl Amount=F4-H4 Mar 45747 1.91 11365 343.81

Apr 34381 1.43 11413 229.69
May — 229.69 0.96 114 60 115.08
Jun o 115.08 0.48 115.08 -0.00

Total $80.10 $2,000.00

Detailed view over the private |oan to Peter

Accounts for the loan
Let’'s start with the following accounts. They al have the same currency, in this case USD.
Example 8.1. Accountsfor theloan to Peter

» Assets:Bank:USD

» Assets:Money owed to you:Peter

Income:Interest Income: Peter

» Equity:Opening Balances.USD

Lending the money

When you havelent money to your friend, you havein fact moved money from an Asset account (like Bank,
Checking or similar) to your Asset account Money owed to you. To record this you enter the following
transaction into the Assets: Money owed to you: Peter account.

Table 8.2. Personal loan to Peter

Account Increase Decrease
Assets:Money owed to you:Peter |$2,000
Assets:Bank:USD $2,000

115



Loans

Figure 8.6. Chart of Accounts after lending money

=no file>= - Accounts

File Edit View Actions Business Reports Tools Windows Help
B » B @8 @M @
Save Open  Edit Mew Delete
@ Accounts
Account Name w Total {l. <]
= fm Assets USD 2,000.00
< fm Bank USD 0.00
it LUSD USD 0.00 ]
= & Money owed to you UsSD 2,000.00
—~ fm Equity USD 2,000.00 -
| USD, grand total:  Assets: USD 2,000.00 Profits: USD 0.00 = |
| |

Receiving first payment

When the first payment ($115.56) is received, you will need to determine how much is for the principal
loan, and how much is for the loan interest.

« Outstanding loan amount this period = $2,000

 Payment per month = $115.56

Payment breakdown

5%/12 * $2,000 = $8.33 Interest

$115.56 - $8.33 = $107.23 Principal

This can be translated to the following GnuCash entry
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Figure 8.7. First Payment

fle Edit Mew Trapsaction Actions Husiness Aeports Jools  Windows Help
H o ox B W + X b = & 2
Sava Clase Duplicate  Deletes Enter cancel Blank Jump  Schedula
| Accounts| @ Peter
QL0106 | | Laan ke Patar 2.000,00 2.000.00
AssatsMoney owed to yousPeter  n | 2.000.00
Assats:BankUsD n 2.000.00
01002/06 | | Frst payment | [ [ 107.23]1892.77]
Assats:EankUsD n| 11856
| Principal Assats:Monay owad to youPeter  n 107.23 |
Interest Incarna tinterest Income:Peter n B.33 =
. i T 1v]
(4] ¥
Prasent: SO 189277 Future:USD 189277 Cleared:USD 0.00  Reconciled:USD 0.00  Projected Minimum: USD 1,852.77
Enter a description of the split

Detailed view over first payment

The balance on Peter’ s loan is now $2,000 - $107.23 = $1,892.77.

Receiving second payment

When the second payment ($115.56) is received, you will again need to determine how much is for the
principal loan, and how much isfor the loan interest.

Outstanding loan amount this period = $1,892.77

 Payment per month = $115.56

» Payment breakdown
o 5%/12* $1,892.77 = $7.89 I nterest

$115.56 - $7.89 = $107.67 Principal

This can be translated to the following GnuCash entry.

Figure 8.8. Second payment
s <wdlere . _Ex|

Gle gdit Mew Tapsaction Actions Businass Aeports Tols Windows Help
B x ® g + x 32 s B .
Sava Clase Duplicate  Deletes Enter cancel Blank Jump  Schedula
| @ Accounts| @ Peter
Q10106 | | Laan to Patar Assats:Bank:UISD [n | 2.000.00 2.000.00
O1M0206 Frst payment -« Splt Transaction -« |n 107.23 | 1.892.77
[ ovesmos [ second paymant 107.67 [ 178510 |
Assats:BankUs0 n| 11556
| Principal Assats:Monay owad to youPeter 0 107.57 1
| Interest Incama interest Income:Fetar  n 789 4
(3] To)
Prasent: SO 1,785.10  Future:USD 1,785.10  Cleared:USD 0.00  Reconciled:USD 0.00  Projected Minimum: USD 1,785.10
Second paymant

Detailed view over the second payment
The balance on Peter’sloan is now $1,892.77 - $107.67 = $1,785.10.

The Chart of accounts looks now like this:
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Figure 8.9. Chart Of Accounts After Second payment

Loan Peter - Accounts

File Edit View Actions Business Reports Tools Windows Help
= &
Save Mew
|@ Accounts |
Account Name v Total 3
~ fm Assets USD 2,016.22
~ fm Bank USD 231.12
fm USD USD 231.12
~ fm Money owed to you UsSD 1,785.10
fm Peter USD 1,785.10
I fm Equity USD 2,000.00
~ fm Income USD 16,22
<~ fm Interest Income USD 16.22
fm Peter USD 16.22
‘ USD, grand total: Assets: USD 2,016.22 Profits: USD 16.22 =

Asyou can seg, the interest varies for every month, as well asthe principal amount. So for every payment
you receive you need to calculate the proper amounts for your various split entries.

Theinterest amount will be lessand lessfor every payment (sinceit is cal culated on a smaller loan amount
all thetime), until the last payment whereitismore or less 0. Pleasereview Detailed view over the private
loan to Peter for more details.

Reconciling with the Loan Statements (How-

To)

Reconciling aloan statement is not different from reconciling a bank or credit card statement.

During the period you should have recorded all the variousloan related transactions, and every one of them
are touching the Liability:Loans.Loan account. For instance, paying off a bit of the loan decreases your
Bank Account and Loan account, and increases the Loan Interest as well as perhaps Loan administration
fee.

With the loan statement in your hands, open the Loan account, start the reconcile assistant, and tick of all
the various transaction you have recorded. When you have finished, the reconciling difference should be
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0, and if it is not, then you will have to go through the account and compare it with the loan statement to
find the difference. When you have reached a 0 in difference, then your loan account is reconciled and
you can finish the Reconcile assistant.

For more information on how to Reconcile, please check the section called “Reconciliation”.

Selling a house or a car (How-To)

When you will record the selling of your house in GnuCash you have some different options. Here we
will go through two of them, one in which you only recorded the purchase amount, and now the selling
amount. The other where you have followed the ups and downs on the property market and registered
various Unrealized gains over the time.

Simple Transaction

In this way you only record the proper sale amount.

Let’swork through two samples of selling a house, one with a profit, and one with aloss. If you want to
sell acar instead, just substitute the house account with a car account.

- Asset s
- Fi xed Assets
- House
-Current Assets
- Savi ng
-l ncone
-Capital Gains Long
- House

* You bought a house for $300,000 once upon a time, and now managed to sell it for $600,000. How
do you record this?

To record this you need to increase your Saving account with the $600,000, and decrease some other
accounts with $600,000. The house account only contains $300,000 which is what you bought it for,
so you move this amount to your Saving account. That means you are lacking $300,000. This amount
you fetch from the Income: Capital Gains Long: House account. The split transaction you enter into your
Saving account (Assets: Current Assets: Saving) should look like this.

Table 8.3. Selling an asset (house) with a profit

Account Increase Decrease
Assets:Current Assets:Saving  |$600,000

Assets:Fixed Assets:House $300,000
Income: Capital Gains $300,000
Long:House

* You bought a house for $300,000 once upon atime, but due to a newly created airport, could only sell
it for $230,000. How do you record this?

To record this you need to increase your Saving account with the $230,000, and decrease some other
accounts with $230,000. The house account contains $300,000 which is more than what you sold it
for. So let's move $230,000 of it to your Saving account. After this you have $70,000 remaining in
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your house account which needs to be removed. Y ou move it to our Income; Capital Gains Long: House
account, whichwill indicatealoss. The split transaction you enter into your house account (Assets: Fixed
Assets: House) should look like this.

Table 8.4. Selling an asset (house) with aloss

Account Increase Decrease
Assets:Fixed Assets:House $300,000
Assets:Current Assets:Saving | $230,000

Income: Capital Gains|$70,000

Long:House

A More Complex Transaction

In this example, we will touch alittle on some more complicated accounting principles. For more details
on this subject, please check Chapter 11, Capital Gains.

Here we will only touch on the case when you have accurately estimated the current value of your house.
For the other cases (over-, and under-estimated), please check Chapter 11, Capital Gains.

- Asset s
- Fi xed Assets
- House
- Cost

-Unrealized Gain
-Current Assets

- Savi ng
-l ncone
-Realized Gain
- House
-Unrealized Gain
- House

Y ou bought a house for $300,000 once upon a time, and over the years kept a close look on the market
and updated your records with the estimated current value of your house. At the time you want to sell it,
you have determined that the current market value is $600,000.

The difference between $600,000 (estimated market value) and $300,000 (purchase value) is the current
Unrealized Gain value. Therefore you have atotal of $300,000 in your Assets: Fixed Assets: House:Unre-
alized Gain account

How do you record this sell transaction?

To record this you need to increase your Saving account with the $600,000, and decrease some other
accounts with $600,000. You must first change from unrealized gain to realized gain for your Income
accounts. Lastly you need to transfer the full amounts from the Assets: Fixed Assets: House sub-accounts.

The transaction you enter into your Income: Realized Gain:House account should look like this.

Table 8.5. Selling an asset (house) with a profit

Account ‘ Increase Decrease
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Income:Realized Gain:House $300,000
Income:Unrealized Gain:House $300,000

The transaction you enter into your Assets: Current Assets: Saving account should [ook like this.

Table 8.6. Selling an asset (house) with a profit 2

Account Increase Decrease
Assets:Current Assets:Saving $600,000

Assets:Fixed Assets:House:Cost $300,000
Assets:Fixed Assets:House:Unre- $300,000
alized Gain

After having recorded these transactions you see that your House Asset have a value of 0, your Saving
account have increased with $600,000, and lastly, the Income: Realized Gain have increased to $300,000.
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Chapter 9. Investments

This chapter explains how to manage your investments with GnuCash. Most people have an investment
plan, whether itsjust putting money into a certificate of deposit (CD for short) account, investing through
acompany sponsored plan at your workplace or buying and selling stocks and bonds through a brokerage.
GnuCash gives you tools to help you manage these investments such as the Price Database which allows
you to record changes in the prices of stocks you own.

Basic Concepts

An investment is something that you purchase in the hopes of generating income, or that you hope to
sell in the future for more than you paid. Using this simple definition, many things could be considered
investments: the house you live in, avaluable painting, stocks in publicly traded companies, your savings
account at the bank, or a certificate of deposit. These many types of investments will be discussed in this
chapter in terms of how to track them using GnuCash.

Terminology

Before discussing investments specifically, it will be helpful to present a glossary of investment terminol-
ogy. The terms presented below represent some of the basic concepts of investing. It is a good idea to
become familiar with these terms, or at least, refer back to thislist if you encounter an unfamiliar word
in the later sections.

Capital gains

The difference between the purchase and selling prices of an investment. If the selling priceis lower
than the purchase price, thisis called a capital loss. Also known as realized gain/loss.

Commission
The fee you pay to a broker to buy or sell securities.
Common stock

A security that represents a certain fractional ownership of a company. Thisis what you buy when
you “buy stock” in acompany on the open market. Thisis also sometimes known as capital stock.

Compounding

The concept that the reinvested interest can later earn interest of its own (interest on interest). This
is often referred to as compound interest.

Dividends
Dividends are cash paymentsacompany makesto shareholders. The amount of this payment isusually
determined as some amount of the profits of the company. Note that not al common stocks give
dividends.

Equities

Equities are investments in which the investor becomes part (or whole) owner in something. This
includes common stock in a company, or real estate.
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Interest

What a borrower pays alender for the use of their money. Normally, thisis expressed in terms of a
percentage of the principal per year. For example, a savings account with 1% interest (you are the
lender, the bank is the borrower) will pay you $1 for every $100 you keep there per year.

Liquidity

A measure of how easily convertible an investment is to cash. Money in a savings account is very
liquid, while money invested in a house has low liquidity because it takestime to sell a house.

Principal
The original amount of money invested or borrowed.
Realized vs Unrealized Gain/Loss

Unrealized gain or loss occurs when you' ve got a change in price of an asset. You realize the gain/
loss when you actually sell the asset. See also Capital gains.

Return
Thetotal income plus capital gains or losses of an investment. See also Yield.
Risk

The probability that the return on investment is different from what was expected. Investments are
often grouped on a scale from low risk (savings account, government bonds) to high risk (common
stock, junk bonds). As ageneral rule of thumb, the higher the risk the higher the possible return.

Shareholder
A shareholder is a person who holds common stock in a company.
Stock split

Occurs when a company offers to issue some additional multiple of shares for each existing stock.
For example, a“2 for 1" stock split means that if you own 100 shares of a stock, you will receive an
additional 100 at no cost to you. The unit price of the shareswill be adjusted so there is no net change
in the value, so in this example the price per share will be halved.

Valuation

The process of determining the market value or the price theinvestment would sell at in a“reasonable
time frame”.

Yield

A measure of the amount of money you earn from an investment (That is how much income you
receive from the investment). Typically thisisreported as a percentage of the principal amount. Yield
does not include capital gains or loses (see Return). For example, astock sells for $100 and gives $2
in dividends per year has ayield of 2%.

Types of Investments

Below is presented some of the broad types of investments available, and examples of each type.
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* Interest-bearing account or instrument

Thistype of investment usually allows you immediate access to your money, and will typically pay you
interest every month based on the amount of money you have deposited. Examples are bank savings
accounts (and some interest bearing checking accounts) and cash accounts at your brokerage. Thisisa
very low risk investment, in the US these accounts are often insured against |oss, to a specified limit.

Sometimesan interest bearing investment istime-locked. Thistype of investment requiresyou to commit
your money to be invested for a given period of time for which you receive a set rate of return. Usually,
the longer you commit the higher the interest rates. If you withdraw your money before the maturity
date, you will usually haveto pay an early withdrawal penalty. Thisisarelatively lower risk investment.
Examples are certificates of deposit or some government bonds. Other types of Bonds may have higher
yields based on the higher risks from the quality of the issuer’s* credit rating”.

* Socks and Mutual Funds

Thisis an investment you make in a company, in which you effectively become a part owner. Thereis
usually no time lock on publicly traded stock, however there may be changes in the tax rates you pay
on capital gains depending on how long you hold the stock. Thus, stocks are typically quite liquid, you
can access your money relatively quickly. This investment is a higher risk, as you have no guarantee
on the future price of a stock.

A mutual fund isagroup investment mechanism in which you can buy into many stocks simultaneously.
For example, a“S&P 500 index fund” is a fund which purchases all 500 stocks listed in the Standard
and Poor’ sindex. When you buy a share of this fund, you are really buying a small amount of each of
the 500 stocks contained within the fund. Mutual funds are treated exactly like a single stock, both for
tax purposes and in accounting.

» Fixed Assets

Assetsthat increase in value over time are another form of investment. Examplesinclude ahouse, aplot
of land, or avaluable painting. This type of investment is very difficult to determine the value of until
you sdll it. The tax implications of selling these items is varied, depending on the item. For example,
you may have tax relief from selling a house if it is your primary residence, but may not receive this
tax break on an expensive painting.

Fixed asset investments are discussed in Chapter 11, Capital Gains and Chapter 16, Depreciation. Typ-
ically, there is not much to do in terms of accounting for fixed asset investments except recording the
buying and selling transactions.

Setting Up Accounts

To setup investment accounts in GnuCash you can either use the predefined investment account hierarchy
or create your own. The minimum you need to do to track investmentsisto setup an asset account for each
type of investment you own. However, as we have seen in previous chapters, it is usually more logica to
create a structured account hierarchy, grouping related investments together. For example, you may want
to group al your publicly traded stocks under a parent account named after the brokerage firm you used
to buy the stocks.

Note

Regardless of how you setup your account hierarchy, remember that you can always move ac-
counts around later (without losing the work you’ ve put into them), so your initial account hier-
archy does not have to be perfect.
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Using Predefined Investment Accounts

The Investment Accounts option of the New Account Hierarchy Setup assistant will automatically create
a basic investment account hierarchy for you. To access the predefined investment accounts hierarchy,
you must make sure your GnuCash file is open, switch to the Accounts tab, and choose Actions . New
Account Hierarchy . This will run the New Account Hierarchy Setup assistant and allow you to select
additional accountsto add to your account hierarchy. Choose the Investment Accounts option (along with
any others you are interested in). Assuming only investment accounts were selected, this will create an
account hierarchy as shown below.

Tip
Y ou can al'so run the New Account Hierarchy Setup assistant by creating a new GnuCash file.

Figure9.1. A New File Containinng Only The Default I nvestment Accounts

BEE GuidelnvestExample.gnucash - Accounts - GnuCash
s il
Open  Edit New Delete
@ Accounts
Account Name ~ | Description Total N
=~ fm
< @ Investments Investments $0.00
~ m Brokerage Acco Brokerage Account $0.00
fm Bond Bond $0.00
@ Market Index Market Index $0.00
fm Mutual Fund Mutual Fund $0.00
fm Stock stock $0.00
~ fm Expenses Expenses $0.00
i Commissions Commissions $0.00
< @ Income Income $0.00
f@ Dividend Income Dividend Income $0.00
< f@ Interestincome  Interest Income $0.00
fm Bond Interest  Bond Interesk $0.00
S, Grand Total: Net Assets: $0.00 Profits: $0.00 o]

Thisisascreenimage of the Accountstab after creating anew file and sel ecting only the default investment
accounts.

Y ou will probably at least want to add a Bank account to the Assets account and probably an Equity: Open-
ing Balances account, as we have done in previous chapters. Don't forget to save your new account file
with arelevant name!

Creating Investment Accounts Manually

If you want to set up your own investment accountshierarchy, you may of coursedo so. Investmentsusually
have a number of associated accounts that need to be created: an asset account to track the investment
itself; an income account to track dividend transactions; and expense accounts to track investment fees
and commissions.

125



Investments

In atypical account structure, security accounts are sub accounts of an asset account representing an ac-
count at a brokerage firm. The brokerage account would be denominated in your local currency and it
would include sub accounts for each security that you trade there.

Related purchases, sales, income and expense accounts should also be in the same currency as the broker-
age account.

The security sub accounts would each be configured to contain units of a single security selected from the
master (user defined) security list and they are expected to use the same currency asthe brokerage account.

Security prices are kept in the Price Database of GnuCash (see the section called “ Setting Share Price”).
This contains prices for individual securities (not security accounts). All prices for an individual security
areinasingle currency. If a security istraded in multiple currencies, then a separate security and separate
accounts should be set up for each currency.

Custom Accounts Example

Thefollowing isasomewhat more complicated example of setting up GnuCash to track your investments,
which has the advantage that it groups each different investment under the brokerage that deals with the
investments. Thisway it iseasier to compare the statements you get from your brokerage with the accounts
you have in GnuCash and spot where GnuCash differs from the statement.

Asset s
I nvest nent s
Br oker age Accounts
| *Tr ade
St ocks
ACME Corp
Money Mar ket Funds
| *Trade Muni ci pal Fund
Cash
My St ockbr oker
Money Mar ket Funds
Active Assets Fund
CGovernment Securities
Treas Bond xxx
Treas Note yyy
Mut ual Funds
Fund A
Fund B
Cash
I nconme
I nvest nent s
Br oker age Accounts
Capital Gains
| *Tr ade
My St ockbr oker
Di vi dends
| *Tr ade
Taxabl e
Non- t axabl e
My St ockbr oker
Taxabl e
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Non- t axabl e
I nterest | ncone
| *Tr ade
Taxabl e
Non- t axabl e
My St ockbr oker
Taxabl e
Non- t axabl e
Expenses
I nvest nent Expenses
Conmi ssi ons
| *Tr ade
My St ockbr oker
Managenment Fees
| *Tr ade
My St ockbr oker

Tip

There really is no standard way to set up your investment account hierarchy. Play around, try
different layouts until you find something which divides your investment accounts into logical
groups which make sense to you.

Interest Bearing Accounts

Investments which have afixed or variable rate of interest are one of the simplest and most common form
of investments available. Interest bearing investments include your bank account, a certificate of deposit,
or any other kind of investment in which you receive interest from the principal. This section will describe
how to handle these kinds of investmentsin GhuCash.

Account Setup

When you purchasetheinterest bearing investment, you must create an asset account to record the purchase
of the investment, an income account to record earnings from interest, and an expense account to record
bank charges. Below is an account layout example, in which you have an interest bearing savings account
and a certificate of deposit at your bank.

Asset s
Bank ABC
Certificate of Deposit
Savi ngs
Expenses
Bank ABC
Char ges
I ncone
Interest |ncone
Certificate of Deposit
Savi ngs

As usual, this account hierarchy is simply presented as an example, you should create your accountsin a
form which best matches your actual situation.
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Example

Now let’s populate these accounts with real numbers. Let's assume that you start with $10,000 in your
bank account, which pays 1% interest and you buy a $5,000 certificate of deposit with a 6 month maturity
date and a 2% yield. Clearly, it is much better to keep your money in the certificate of deposit than in the
savings account. After theinitial purchase, your accounts should look something like this:

Figure 9.2. The Chart Of Accounts After Investing In A Certificate Of Deposit

BHEE R Accounts Gnucash
S (i
Open  Edit New Delete
i Accounts |
Account Name v | Description Total S
<~ W Assets Assets $10,000.00
< fm Bank ABC $10,000.00
fmi
fm Savings Savings @ 1% $5,000.00
¥ f@ Investments Investments $0.00
~ @ Brokerage Acco Brokerage Account $0.00
fm Bond Bond $0.00
fm Market Index Market Index $0.00
f@ Mutual Fund Mutual Fund $0.00
fm Stock stock $0.00
~ @ Equity $10,000.00 F
fm Opening balances $10,000.00
~ fm Expenses Expenses $0.00
< fm Bank ABC $0.00
fm Charges Bank ABC service charges $0.00
fm Commissions Commissions $0.00
~ fm Income Income $0.00
fm Dividend Income  Dividend Income $0.00
¥ f@ Interestincome  Interest Income $0.00
fm Bond Interest  Bond Interesk $0.00
m CD 6 month CD interest $0.00
fm Savings Interest on savings - Bank ABC $0.00 v]

' S, Grand Total: Net Assets: $10,000.00

Profikts: $0.00
|'

<

Thisis an image of the account register after creating and investing in a certificate of deposit investment.

Now, during the course of the next 6 months, you receive monthly bank statements which describe the
activity of your account. In our fictional example, we do nothing with the money at this bank, so the only
activity isincome from interest and bank charges. The monthly bank charges are $2. After 6 months, the

register window for the certificate of deposit and for the savings account should look like these:
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Figure 9.3. The CD Account After 6 Months

BEE GuidelnvestExample:gnucashi- €D - GnuCash
X & ® + (] A = N v
Close Duplicate  Delete Enter Cancel Blank Split Jump  Schedule
f Accounts | i CD |& Savings
|Da|:e Num | Description Transfer R |Increase Decrease Balance =
01/01/05 Purchase CD Assets:Bank ABC | n 5,000.00 5,000.00
01/31/05 Interest Income:interest Income:CD | n 8.33 5,008.33
02/28/05 Interest Income:Interest Income:CD | n 8.35 5,016.68
03/31/05 Interest Income:Interest Income:CD | n 8.36 5,025.04
04/30/05 Interest Income:Interest Income:CD | n 8.38 5,033.42 |=
05/31/05 Interest Income:interesk Income:CD | n 8.39 5,041.81
06/30/05 Interest Income:Interest Income:CD | n 8.40 5,050.21
[ oe/30/03 n
Present: $5,050.21 Future: $5,050.21 Cleared: $0.00 Reconciled: $0.00 Projected Minimum: $5,050.21 B
Thursday 30 June 2005 ' |
Thisis an image of the register of the certificate of deposit account after 6 months.
Figure 9.4. The Savings Account After 6 Months
(= GuidelnvestExample.gnucash - Savings - GnuCash
X & ® + (] Z = = & -
Close Duplicate  Delete Enter Cancel Blank Split Jump  Schedule
f Accounts fm CDm
|Da|:e Num | Description Transfer R |Increase Decrease Balance [~]
02/28/05 Charges Expenses:Bank ABC:Charges |n 2.00 5,004.34
03/31/05 Interest Income:Interest Income:Savings | n 417 5,008.51
03/31/05 Charges Expenses:Bank ABC:Charges |n 2.00 5,006.51
04/30/05 Interest Income:Interest Income:Savings | n 417 5,010.68
04/30/05 Charges Expenses:Bank ABC:Charges |n 2.00 5,008.68
05/31/05 Interest Income:Interest Income:Savings | n 417 5,012.85 |2
05/31/05 Charges Expenses:Bank ABC:Charges |n 2.00 5,010.85
06/30/05 Interest Income:Interest Income:Savings | n 4.18 5,015.03
06/30/05 Charges Expenses:Bank ABC:Charges |n 2.00 5,013.03
[ o6/30/05 n C
Present: $5,013.03 Future: $5,013.03 Cleared:$0.00 Reconciled: $0.00 Projected Minimum:$5,013.03
Enter a description of the transaction | |

Thisisan image of the register of the Savings account after 6 months.

And thisis the main GnuCash account window:
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Figure 9.5. The Chart Of Accounts After 6 months

HEE GuidelnvestExample.gnucash - Accounts - GnuCash
= ol
Open  Edit New Delete
m@ CD @ Savings
Account Name v | Description Total N
< @ Assets Assets $10,063.24
~
fm CD 6 month CD @ 2% $5,050.21
fm Savings Savings @ 1% $5,013.03
~ fm Investments Investments $0.00
~ fm Brokerage Acco Brokerage Account $0.00
f® Bond Bond $0.00
fm Market Index Market Index $0.00
fm Mutual Fund Mutual Fund §0.00
fm Stock Stock $0.00
~ @ Equity $10,000.00
f@ Opening balances $10,000.00
¥ fm Expenses Expenses $12.00
~ g Bank ABC $12.00
fm Charges Bank ABC service charges $12.00
f@ Commissions Commissions $0.00
< @@ Income Income §75.24
fm Dividend Income Dividend Income $0.00
< @ Interestincome  Interest Income $75.24
fm Bond Interest  Bond Interest $0.00
@ CD 6 month CD interest $50.21
fm Savings Interest on savings - Bank ABC §25.03
' S, Grand Total: Net Assets: $10,063.24 Profits: $0.00 ol
|
|

This a screen capture of the accounts after 6 months.

From the above image of the main GnuCash account window you see a nice summary of what happened
to these investments over the 6 months. While the yield on the certificate of deposit is double that of the
savings account, the return on the certificate of deposit was $50.21 versus $13.03 for the savings account,
or almost 4 times more. Why? Because of the pesky $2 bank charges that hit the savings account (which
counted for $12 over 6 months).

After this 6 month period, the certificate of deposit has reached maturity which means you may sell it
with no early withdrawal penalty. To do so, simply transfer the $5,050.21 from the certificate of deposit
account into the savings account.

Setup Investment Portfolio

Now that you have built an account hierarchy in the previous section, this section will show you how to
create and populate the accounts with your investment portfolio. After thisinitia setup of your portfolio,
you may have shares of stock purchased from before you started using GnuCash. For these stocks, follow
the instructions in the Entering Preexisting Shares section. If you have just purchased your stocks, then
use the Buying New Shares section.
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Setup Accounts for Stocks and Mutual Funds

This section will show you how to add stocks and mutual fund accounts to GnuCash. In this section, we
will assume you are using the basic account setup introduced in the previous section, but the principles
can be applied to any account hierarchy.

Y ou should have within thetop level Asset account, afew levelsdown, an account entitled Stock. Openthe
account treeto thislevel by clicking on the “right facing triangle marker” signs next to the account names
until the tree is opened to the depth of the new account. You will need to create a sub-account (of type
stock) under the Stock account for every stock you own. Every stock is a separate account. The naming
of these stock accounts is usually done using the stock ticker abbreviation, though account names may
be anything that is clear to you and other users. So, for example, you could name your accounts AMZN,
IBM and NST for your Amazon, IBM and NSTAR stocks respectively. Below is a schematic model of the
layout (only showing the Assets sub-accounts).

Asset s
I nvest nent s
Br oker age Accounts
Bond
Mut ual Funds
Mar ket | ndex
St ock
AMZN
| BM
NST

Note

If you want to track income (dividends/interest/capital gains) on a per-stock or fund basis, you
will need to create an Income: Dividends: STOCKSYMBOL, Income: Cap Gain (Long): STOCK-
SYMBOL, Income: Cap Gain (Short): STOCKSYMBOL and Income: I nterest: STOCKSYMBOL ac-
count for each stock you own that pays dividends or interest.

Example Stock Account

As an example, let's assume that you currently own 100 shares of Amazon stock. First, create the stock
account AMZN by selecting the Stock account and click on the menu Actions+New Account... . The New
Account dialog will appear, follow the steps, in the sequence below to setup your new stock account.
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Figure 9.6. The “New Account” Window For AMZN

@ Q New Account - Asseks:Investmenks:Brokerage Accounk:Stock:AMZN

General | Opening Balance

Identification

Accountname:  |AMZN |
Account code: [ ]
Description: [Amazon.com ]
Security/currency: [ ]':ﬂct... :|
Smallest fraction: |: Use Commodity Value o :|
Account Color: |- .| |. Default -|
Notes: —
[] Hidden

[J Placeholder

Account Type Parent Account
stock  [Op fsok |8
Mutual Fund H b fm Equity H
A/Receivable b fm Expenses
PR | C o &)
|: Help :| |: Cancel :| l oK |

1. Account Name - Usually, use the stock ticker abbreviation, like “AMZN'.

2. Account Code - Optional field, use CUSIP, the newspaper listing symbol, mutual fund family ID or
code of your own choosing.

3. Description - Optional field for detailed description of the commaodity/stock. Note thisfield by default
isdisplayed in the Account tab tree.

4. Account Type - Select the type of account you are creating from the lower left-hand list.

5. Parent Account - Select the parent account for the new account from the right hand listing. Expand list
of accounts if necessary.

6. Create the New Security - To use a new stock, you must create the stock as a new commodity.

Note

Be sure to first select Account Type Sock or Mutual Fund so that the Select... button brings
up thelist of securities rather than currencies.

» Select Security/Currency - Click on the Select... button next to the Security/currency line. We must
change the security from the default (your default currency) to this specific stock. This will bring
up the Select Security dialog.

» Type - Select the exchange where the security/commodity is traded (in this example NASDAQ).
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Select the New button to open the New Security window.

Figure 9.7. The“ Select Security” Window

r

Select security
Type: INASDAQ v
Security: I
New Cancel

 Create the Security - Click on the New... button and enter the appropriate information for this stock
on the new form New Security.

¢ The Full name: isAmazon. com

» The Symbol/abbreviation: is AMZN. The symbol is the stock ticker used in your quote source
several lines down on the form.

Note

Different symbolswill be used on different price sources for the same stock, an example
is Ericsson on the Stockholm Exchange is ERIC-B while on Y ahoo it is ERRICB.ST.

» The Type: should already be NASDAQ, because thisis what was selected in the security selector,
but you can change it here, including adding more categories. More information about this can be
found in the GnuCash Manual in section 8.7, “ Security Editor”.

e TheISIN, CUSIP or other code is where you can enter some other coding number or text (leave
it blank in this example).

» TheFraction traded should be adjusted to the smallest fraction of this security which can betraded,
usually 1/100 or 1/10000.

» Thecheckbox “Get Online Quotes’, the quote source and the timezone shoul d be sel ected to define
the sources for updating prices on-line. See aso the section called “Configuring for Automatic
Retrieval of Quotes’.

Note

If the Get Online Quotes button is not highlighted, and it is not tickable, then the
Finance::Quote package is not installed. See the chapter Setting Up the Quote Re-
trieval [https://www.gnucash.org/docs/vnone/C/gnucash-manual/finance-quote.html] in
the manual.

Below iswhat this window should look like when finished:
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Figure 9.8. The “New Security” Window

New security

Security Information
Full name: [Amazon.com l
Symbol/abbreviation: [AMZN l
Type: [NASDAQ v

ISIN, CUSIP or other code: | |

Fraction traded: 1/ [10000 |\,_I

Quote Source Information

Get Online Quotes

Type of quote source:

® Single: | Yahoo USA

L3

O Multiple:

' Unknown:

¥

Timezone: | Use local time

| Help | | cancel ||- oK .|

e Save Security - Click on the OK button to save this new security, thiswill close the New Security
window and return to the New Account window.

7. Select the Security - you should now seethe newly created security available in the pull down menu for
Security/Currency. Select it (it is probably already selected) and click on OK.

8. Smallest Fraction - Specify the smallest fraction of the security/commodity that is traded.
9. Notes - Enter any notes or messages related to this security/commodity.

10.Tax Related - Go to Edit - Tax Report Options to check this box if this account’s transactions will
relate to Income Taxes.

11.Placeholder - Check box if this account is a“Placeholder”, that isit will contain no transactions.

12 Finished - You should now have been automatically returned to the New Account dialog, with the
symbol/abbreviation: line set to “AMZN (Amazon.com)”. Click on OK to save this new stock account.

You have now created the Amazon stock account, your main account should look something like this
(notice that there are a few extra accounts here, a bank account, and an equity account):
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Figure 9.9. The Chart of Accounts After The Creation Of The First Stock Account

REE GuidelnvestExample.gnucash’- Accounts - GnuCash:
s g R
Open  Edit New Delete
m@ CD fm Savings
Account Name v | Description Total 2
v fm Assets Assets $10,063.24
~ fm Bank ABC $10,063.24
fm CD 6 month CD @ 2% $5,050.21
fm Savings Savings @ 1% $5,013.03
= @ Investments Investments $0.00 |
~ ¢m Brokerage Acco Brokerage Account $0.00 [
f@ Bond Bond $0.00
fm Market Index Market Index $0.00
f@ Mutual Fund Mutual Fund $0.00
~
f AMZN  Amazon.com 0 AMZN L
~ @ Equity $10,000.00
fi Opening balances $10,000.00
~ fm Expenses Expenses $12.00
= fm Bank ABC $12.00
fm Charges Bank ABC service charges $12.00 ]
' S, Grand Total: Net Assets: $10,063.24 Profits: $0.00 =
Enter a description of the transaction ' ,

Thisimage is after the creation of the first stock account (AMZN).

Open the account register window for this AMZN stock account (double click on it). Here you see the
Commaodity view. Thisgivesyou an overview of the transactionsin this commodity including the number
of units (shares for a stock or mutual fund) bought or sold, the net price per unit, and the total amount.
Obviously, we have not bought or sold any shares of AMZN yet, so the register should not contain any
transactions.

Buying Shares

Entering Preexisting Shares

The examplesin this section use Transaction Journal view.

Toregister theinitial 100 shares of this stock that you purchased previously, on thefirst (transaction) line,
enter the date of the purchase (for example, Jan. 1 2005) and Description (for example, Opening Balance).
On thefirst split line, enter 100 in Shares, delete the (unit) Price (it will be calculated when you Tab out
of the split) and enter 2000 in the Buy column.

Note

It is also possible to use GnuCash to calculate Shares or Buy from the other 2 columns. But to
avoid rounding errors, it is better to automatically calculate Price.

Tab to the second split line, enter transfer from account Equity: Opening Balances. For simplicity, this
example assumed there were no commissions on this transaction. Your AMZN Commodity view should
now appear like this:
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Figure 9.10. The Transaction Register Of The AMZN Account After The First

Purchase
GUideInvestExample.gnucashi= AMZNI= Ghucash (=)
File Edit View Trapsaction Actions Business Reports Tools Windows Help
Xcose | L @ ¢ @ 7 AR A
@ Accounts @ AMZN
| Action |Memo Account R|Shares Price | Buy Sell 4
01/01/2005 Opening Balance 100 100 100
Buy | Assets:Brokerage Account:StockiAMZN | n 100| 20 2,000
Equity:Opening Balances | n 2,000.00
1
01!01:’2005| | | | O‘OO| | ‘ |
n il
Shares: 100 AMZN  Current Value: $3,600.00 B
Enter a description of the split |

Thisimage is the transaction register of the AMZN account after the first stock “purchase”.

Notice that the Balance (last column) is in the units of the commodity (AMZN shares) not in currency
units. Thus, the balance is 100 (AMZN units) rather than $2,000. Thisis how it should be.

Buying New Shares

The main difference between setting up a new stock purchase versus the setup for preexisting stocks as
described in the previous section is that instead of transferring the money used to purchase the stock
from the Equity: Opening Balances account, you transfer from your Assets: Bank ABC or Assets: Brokerage
Account account.

Handling Commissions and Fees

For conciseness, thisdocument will refer to the money you pay to abroker for buying and selling securities
as Commissions. Government fees may also be payable. Unless otherwise stated, fees are handled in a
similar way.

In GnuCash 2 aternate ways can be used to handle commissions (for simplicity this document section will
refer to these ways as net pricing and gross pricing).

Gross Pricing

You enter the price not adjusted by commissions and enter the commissions expense on a separate
split in the transaction. This enables the tracking of commissions but is not compatible with using
the section called “ Selling Shares with Automatic Calculation of Capital Gain or Loss Using Lots”.
Scrubbing doesn't know to deduct commissions and feesfrom the gains, so capital gainsor losses must
be manually calculated (see the section called “ Selling Shares with Manua Calculation of Capital
Gainor Loss").

Net Pricing

Y ou enter a net price (adjusted by commissions) when buying and selling securities. Y ou do not also
record commissionsin a specific commissions account in order to later claim it as an expense, asthis
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would be claiming commissions twice. This way is compatible with using the section called “ Selling
Shares with Automatic Calculation of Capital Gain or Loss Using Lots’. This results in a slightly
misleading price being added to the price database (the effective price you paid) but is not usually
of any concern.

Please get professional adviceif you are unsure which of these ways are applicable to your jurisdiction.

Example: Buying Shares with Gross Pricing

In this example you will purchase 100 shares at $50 per share of IBM stock with a commission of $100.
First step will be to create the stock account for IBM. The existing Expenses: Commission account will
be used.

Now for the transaction, on the first (transaction) line, enter the Date of the purchase (for example, Jan.
3, 2005) and Description (for example, Initial IBM Purchase). On the first split line, enter 50 in Shares,
delete Price (leave it empty so it will be calculated), and enter 5000 in Buy. You do not need to fill in
the Price column, as it will be calculated for you when you Tab to the next split. The next line in the
split transaction will be Expenses: Commissions and fill 200 in Buy. Thethird split line will beto transfer
$5,100 from Assets: Bank ABC account to balance the transaction. Your IBM Commodity view should
now appear like this:

Figure9.11. The Transaction Register Of The IBM Account After The First Stock

Purchase
*GuidelnvestExample.gnucash - IBM - GnuCash = o x
File Edit View Transaction Actions Business Reports Tools Windows Help
5‘3 Save 3¢ Close |5k ® + @ Z = _3:1: Y o
& Accounts | @ IBM 3¢
| Actio | Memo Account R |Shares Price Buy Sell =
01/03/2005 Initial IBM Purchase 50 50 50
Buy FO shares @$100 =$5000 Assets:Brokerage Account:StockiIBM ' n 50 100 5,000
Expenses:Commission:IBM | n 100.00
Assets:Bank ABC | n 5,100.00
1
16/0372017] | [ ] 0.00] \

Shares: 50 IBM  Current Value: $5,000.00
50 shares @3$ 100 =$5000

This image is of the transaction register of the IBM account after the first stock “purchase” with a com-
mission.
Example: Buying Shares with Net Pricing

Repeating the previous example using Net Pricing instead of Gross Pricing, in Transaction Journal view.
Purchase $5,000 of IBM stock being 50 Shares for $100.00 each, plus a commission of $100.

Now for the transaction, on the first (transaction) line, enter the Date of the purchase (for example, Jan. 3,
2005) and Description (for example, Initial IBM Purchase). On the first split line, optionally enter more
detailsin Memo , then 50 in Shares, delete anything in Price (so it will be calculated by dividing Buy by

Shares when you Tab out of the split), 800px0 in Buy (50 * $100.00 + $100). Alternatively use GnuCash
to calculate Buy by entering the formula5000 + 100 or (50 * 100) + 100 in Buy ( Buy will
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be calculated when you Tab out of the column.) Use the Tab key as many times as needed to proceed
to the next split.

Do not enter a separate split for Commission asit has already been included in the Buy value. The second
split line will be to transfer $5,100 from Assets: Bank ABC account to balance the transaction. After the
splits are al correct, use the Enter key to save the transaction. Y our IBM Commodity view should now
appear likethis:

Figure9.12. Thel BM Account After TheFirst Stock Purchase With A Commission

GuidelnvestExample.gnucash - IBM - GnuCash o o x
File Edit View Transaction Actions Business Reports Tools Windows Help
Xase & @ |+ @ ¥ T @ # B
& Accounts fm IBM 3
| Actia | Memo Account R | Shares | Price [ Buy Sell =

01/03/2005 Initial IBM Purchase 50 50 50
Buy FO shares @$100 =$5000 + Commission $100 = $5100 Assets:Brokerage Account:Stock:IBM | n 50 102 5,100
Assets:Bank ABC | n 5,100.00
1
16/03/2017 | [ [ ooo[ ] \ [

Shares: 50 IBM  Current Value: $5,100.00
50 shares @$ 100 =$5000 + Commission $100 = $5100

This image is of the transaction register of the IBM account after the first stock “purchase” with a com-
mission.

Setting Share Price

The value of a commodity, such as a stock, must be explicitly set. The stock accounts track the quantity
of stocks you own, but the value of the stock is stored in the Price Database. The values set in the Price
Database can be updated manually or automatically.

Initial Price Database Setup

To usethe Price Databaseto track astock value, you must initially insert the stock. To do so, open the Price
Database ( Tools - Price Database) and click on Add button. Thefirst time a Commodity/Stock is entered
thiswindow will be blank except for the control buttons on the bottom. Select the appropriate Commaodity
youwant toinsert into the Price Database. At thispoint, you caninput the price of the commodity manually.
There are 6 fields in the New Commodity window:

Namespace

The exchange market where the security/commodity is traded (in this example NASDAQ.)
Security

The name of the commodity, must be chosen from the Select... list.
Currency

The currency in which the Price is expressed.
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Date
Date that the priceisvalid.

Type
One of: Bid (the market buying price), Ask (the market selling price), Last (the last transaction price),
Net Asset Value (mutual fund price per share, NAV for short), or Unknown. Stocks and currencies
will usually givetheir quotes as one of hid, ask or last. Mutual funds are often given as net asset value.
For other commadities, ssmply choose Unknown. This option is for informational purposes only, it
isnot used by GnuCash.

Price

The price of one unit of this commaodity.

As an example of adding the AMZN commaodity to the price database, with an initial value of $40.50
per share.

Figure 9.13. Entering A Price Into The Database

IE Price Editor “
Mamespace: |NASDAQD v |
Security: AMZN (Amazon.com) | v |
Currency: UsD (Us Dollar) v |
Date: 01/01/05 | v]
Type: | Last v |
Price: 40.50 |

_Eancel | '_Apply | '_DI( |

Adding the AMZN commaodity to the price database, with an initial value of $40.50 per share.

Click OK when finished. Once you have performed thisinitia placement of the commaodity into the Price
Database, you will not haveto do it again, even if you use the same commaodity in another account.

Note

If you have onlineretrieval of quotes activated (seethe section called “ Configuring for Automatic
Retrieval of Quotes’), you can initialize acommodity without manually making an entry. When
youinitially add the security inthe Security Editor, check Get Online Quotesand savethe security.
Then, in the Price Database, click Get Quotes, and the new security will beinserted into the price
list with the retrieved price.
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Setting Stock Price Manually

If the value of the commodity (stock) changes, you can adjust the value by entering the Price Database,
selecting the commodity, clicking on Edit and entering the new price.

Figure 9.14. The Price Database With The List Of All Known Commodities

HEE Price Editor
currency Date Source Typ Price Security |
~ NASDAQ Add
A AMZN (Amazon.com)

USD (US Dollar) 03/13/05 user:price-editor last 35.990000 AMZN (Amazon.com)
USD (US Dollar) 03/06/05 user:price-editor last 36.220000 AMZN (Amazon.com) Remove
UsD (Us Dollar) 02/27/05 user:price-editor last 37.210000 AMZN (Amazon.com) —
USD (US Dollar) 02/21/05 user:price-editor last 38.350000 AMZN (Amazon.com) L
UsD (Us Dollar) 02/13/05 user:price-editor last 39.190000 AMZN (Amazon.com) ‘ | <l Edit
USD (Us Dollar) 02/06/05 user:price-editor last 38.520000 AMZN (Amazon.com) —
USD (US Dollar) 01/30/05 user:price-editor last 38.330000 AMZN (Amazon.com)
...... 01/23/0 user:p ditor las 45.220000 AMZN (Amazon.com) | | = Remove Old |
UsD (Us Dollar) 01/17/05 user:price-editor last 43.920000 AMZN (Amazon.com)
USD (Us Dollar) 01/09/05 user:price-editor last 44.400000 AMZN (Amazon.com) P
UsD (US Dollar)  01/03/05 user:price-editor last 47.870000 AMZN (Amazon.com) | | #3GetQuotes |
USD (US Dollar) 01/01/05 user:price-editor last 40.500000 AMZN (Amazon.com) [~ -

[ m | E:‘

| close |

The main price database window, showing the list of all known commodities.

Configuring for Automatic Retrieval of Quotes

If you have more than a couple of commaodities, you will tire of having to update their prices constantly.
GnuCash has the ability to automatically download the most recent price for your commodities using the
Internet. Thisis accomplished through the Perl module Finance::Quote, which must be installed in order
to activate this feature.

See the chapter Setting Up the Quote Retrieval [https://www.gnucash.org/docs/vnone/C/gnucash-manu-
al/finance-quote.html] in the manual.

Configuring Securities for Online Quotes

With Finance::Quote installed and functioning correctly, you must configure your GnuCash securities to
use this feature to obtain updated price information automatically. Whether creating new securities or
modifying securities that have aready been setup, use the Tools - Security Editor , to edit the security
and check the Get Online Quotes box. Y ou will now be able to modify the radio buttons for Type of quote
source, the pull-down menus to specify the specific source(s) and The timezone for these quotes. When
finished editing, Close the Security Editor to return to the Price Database and click on the Get Quotes
button to update your stock prices on the Internet.

Configuring for Getting Online Quotes Periodically

After you have verified the proper fetching of Online Quotes for your commaodities, you can tell your op-
erating system to fetch the quotes periodically. See the section Updating Prices Automatically with gnu-
cash-cli [https://www.gnucash.org/docs/vnone/C/gnucash-manual/fg-command-line.html] in the manual.
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Displaying Share Value

The main account window, by default, only shows the quantity of each commodity that you own, under
the column heading Total. In the case of stocks, this commodity isthe number of shares. Often, however,
you will want to see the value of your stocks expressed in terms of some monetary unit. This is easily
accomplished by entering the main window, selecting the Accounts tab, by clicking on the Titlebar Op-
tions button (the small down pointing arrow on the right side of the main account window titles bar), and
selecting the option to display the account total field “Total (USD)”. You will see a new column in the
main window entitled Total (USD) that will expressthe value of al commoditiesin the report currency.

Figure 9.15. Displaying Stock Valuesin the Chart of Accounts

BE® GuidelnvestExample.gnucash - Accounts - GnuCash
B oM @ @
Open  Edit New Delete
i Accounts |
Account Name v | Description Total Total (USD) 7 (4]
fm Bond Bond 50.00 $0.00
fm Market Index Market Index $0.00 $0.00
f@ Mutual Fund Mutual Fund $0.00 $0.00
~ fm Stock Stock $12,543.09 $12,543.09 W
i
fm 1BM IBM stocks 51.7598 IBM $8,944.09
~ fm Equity $12,000.00 $12,000.00
i Opening balances $12,000.00 $12,000.00
- fm Expenses Expenses $112.00 $112.00 =
<~ fm Bank ABC $12.00 $12.00
fm Charges Bank ABC service charges $12.00 $12.00
fm Commissions Commissions $100.00 $100.00
~ i Income Income §75.24 §75.24
fm Dividend Income Dividend Income $0.00 $0.00
~ fm Interestincome  Interest Income §75.24 §75.24 |
fm Bond Interest  Bond Interesk $0.00 $0.00 B
' S, Grand Total: Net Assets: $17,506.33 Profits: $0.00 ol |
|
|

Viewing the value of a stock commodity in the main window using the Total in Report Currency option.

The “Price Source” in Reports

Most GnuCash reports have options to set/modify a number of parameters for the report. The Options
dialog box is displayed by selecting the report tab, then ether clicking on the Optionsicon in the Menubar
or selecting Edit - Report Options . Price Source determines how accounts denominated in commodities
different from the report currency are converted to thereport currency. Depending on the report the sel ector
may appear in either the General, the Commodities, or the Display tab of the Report Options dialog box.

Note

In the example the report can be customized using the Reports - Assets & Liabilities . Average
Balance menu.

141



Investments

Figure 9.16. Deter mining The Sour ce Of The Stock Price/Currency Exchange Rate
in Reports

] @ Assels Over Time
soOunte ¥aplay General

Heport nonme: | Assets Over Times

Date: &) Start of acocunting period .

Znd Date &) | End al accounting period -

We E:-:i'.ll.'l.i AVETIEE L

Determining the value of a stock commaodity or a currency other than the report currency in a report by
setting the Price Source option.

Weighted Average

Calculates the price by summing the absolute value of the amount and the absolute value of every
split in every account denominated in the commaodity, excluding those splits with a zero amount, and
dividing the sum of values by the sum of amounts to obtain a price. For example, if you had a buy
transaction for 200 shares of XY Z for atotal of 2000 and a sell of 100 for 1300 the weighted average
would be 3300/300 or 11/share.

Note

Gain/Loss splits have an amount of 0 and are not included in this calculation.
Average Cost

Calculates the price by summing the amounts and values of every split in every account denominated
in the commaodity, including the zero amount splits. In the example above, with an additional split
(either part of the sale transaction or in a separate transaction) booking the gain at 0 shares and a 300
gain, the average cost is 1000/100 (2000 original cost _ 1300 proceeds from the sale + 300 gain)/(200
_ 100) shares or 10/share.

Note

» Gain/Loss splits are included in this calcul ation.

» Thisisthe only Price Source that will balance the Trial Balance Report and in order for it
to balance you must correctly book your gains and losses.
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Most Recent
Uses the latest price from the price database.
Nearest in time

Uses the price nearest in time to the report date—the datum date for time series reports like Assets
Over Time—from the price database.

Note

The nearest date isn't necessarily before the date in question.

Figure 9.17. An Asset Barchart Report Based On The “Nearest In Time” Price
Source

Hle Edit View Actions Business Reports Tools Windows Help

8 x ® 0 O «#| £ 8

Save Close Reload Stop Add Repon  Export  Options  Print

it A:cmnls|@ AMZN | Assets Over Time
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Tracking what value your stocks would’ ve had on the stock exchanges.

Selling Shares

Entering an investment sale transaction is done in a similar way to entering a buy transaction (see the
section called “Buying New Shares’) except the amount entered in the Shares column is negative and
the proceeds of the transaction is entered in the Sell column. The net proceeds from the sale should be
transferred from the shares account to your bank or brokerage account.

For information on handling commissions and the use of Net Pricing or Gross Pricing, please see the
section called “Handling Commissionsand Fees'. If you will berecording acapital gainor lossonthe sale,
please see Chapter 11, Capital Gains and Chapter 16, Depreciation for more information on this topic.
To use the GnuCash Automatic Calculation of Capital Gain or Loss Using Lots feature, please see the
section called “ Selling Shares with Automatic Calculation of Capital Gain or Loss Using Lots” otherwise
continue to the next section.
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Selling Shares with Manual Calculation of Capital Gain
or Loss

Note

In order for GnuCash to commit the zero-share, zero-price split for account Assets: Stock: SYM-
BOL to the transaction in the following schemes, you must Tab out of that split. If you use the
Enter key, GnuCash will convert the split into shares of the commodity.

In the schemes of transaction splits presented below, the following symbols are used:
NUM_SHARES

the number of sharesyou are selling
COMMISSION

brokerage commissions or fees
GROSS SELL_PRICE

unit price for which you sold the shares, not reduced by COMMISSION
NET_SELL_PRICE

unit price for which you sold the shares, reduced by COMMISSION
GROSS BUY_PRICE

unit price for which you bought the shares, not increased by COMMISSION
NET_BUY_PRICE

unit price for which you bought the shares, increased by COMMISSION
GROSS_BUY

total price for which you bought shares, excluding COMMISSION, equa to NUM_SHARES *
GROSS BUY_PRICE

NET_BUY

amount of money for which you bought shares including COMMISSION, equal to GROSS BUY +
COMMISSION

GROSS _SALE

total price for which you sold shares, equal to NUM_SHARES* GROSS SELL_PRICE
NET_SALE

amount of money received from the sale, equal to GROSS SALE _ COMMISSION
GROSS PROFIT

amount of money you made on the sale, not reduced by COMMISSION
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NET_PROFIT
amount of money you made on the sale, reduced by COMMISSION

There are 2 ways of manually recording the capital gain or loss. The capital gain/loss can be combined
with the sale in one transaction or it can be entered in a separate transaction.

Combine the Sale and Capital Gain/Loss in One Transaction

This has the advantage that all parts of the sale event are kept together. Thisis not compatible with using
scrubbing (see the section called “ Selling Shares with Automatic Calculation of Capital Gain or Loss
Using Lots”). If you may in future use scrubbing on a specific security, save some work later by entering
the capital gain/loss splitsin a separate transaction now.

When the capital gain/loss splits are combined with the sale splits in one transaction, there are 2 splits for
the security account in the same transaction, so the transaction must be entered with the security register
in Auto-Split Ledger or Transaction Journal view. One of the splits for the security account is for the sale
and the other is for the capital gain or loss. The security account split for the capital gain or loss must be
entered with O number of shares and O price per share to stop the automatic recalculation of these fields.

Account for the profit or loss as coming from an Income: Capital Gains or Expenses: Capital Loss account.

Combined, Gross Pricing

Table9.1. Selling Shares Split Scheme, Sale and Capital Gain/L oss Are Combined,
GrossPricing

Account Number of | Share Price Total Buy Total &l
Shares
Assets:Bank ABC NET_SALE
Assets: Stock:SYMBOL 0 0 GROSS _PROFIT(L0ss)
Expenses.Commission COMMISSION
Assets: Stock:SYMBOL #NUM_SHARESSROSS SEL - GROSS SALE
L_PRICE
Income;Capital Gains (Loss) GROSS PROFIT

Example 9.1. Sale of Shares with Profit, Manual Profit/Loss Calculation, Sale &
Profit Combined, Gross Pricing

In this example, we will use the AMZN account created in the section called “ Example Stock Account”.

You bought 100 shares of AMZN for $20 per share, then later sell them all for $36 per share with a
commission of $75. The split transaction schemeis as follows:

* GROSS BUY_PRICE is $20 (the original buying price),
« NUM_SHARESIs 100,
» GROSS BUY is$2,000 (the original buying cost),

* GROSS_SALE is$3,600,
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« and finaly GROSS PROFIT is$1,600 (GROSS SALE _ GROSS BUY).

Table 9.2. Selling Shar es Split Scheme, Sale & Gain Combined, Gross Pricing

Account Shares |Price |Buy St
Assets:Bank ABC 3525.00

Assets:Brokerage Account:S-|0 0 1600.00
tock:AMZN

Expenses.Commission 75.00

Assets:Brokerage Account:S-|_1g9g9 |36.00 3600.00
tock:AMZN

Income:Capital Gain (Long Ter- 1600.00
m):AMZN

Figure 9.18. Selling Shares, Gain Combined, Gross Pricing

tExample.gnucash ~ AMZN)= GnuCash) Q
File Edit View Transaction Actions Business Reports Tools Windows Help
Hsave HcCose B @ + @ Z wE A
i Accounts fit IBM ¥ | AMZN ¥ | Trial Balance
| Actic|Memo Account R|Shares | Price |Buy Sell -
01/01/2005 Opening Balance Equity:Opening Balances [n 100 20 (2,000.00 100
03/21/2006 Sell stock for profit, Gross Pricing -- Split Transaction -- |n 1,600.00 100
03/21/2006 Sell stock for profit, Gross Pricing -100 100 0
Net Sale = Gross Sale 3600 - Commission 75 = $3525 Assets:Bank ABC | n 3,525.00
Gross Profit = Gross Sale 3600 - Gross Buy 2000 = $1600 Assets:Brokerage Account:Stock:AMZN | n 1,600.00
Broker Commission Expenses:Commission:AMZN | n 75.00
Sell | Gross Sale 100 @ 36 = 3600 Assets:Brokerage Account:Steck:AMZN |n | -100 36 3,600.00
Capital Gain (Long) = Gross Profit Income: Capital Gain (Long Term):AMZN |n 1,600.00
=] | : |
01232017 | | [n] [ 1] \ |

Shares: 0 AMZN  Current Value: $0.00

Enter a description of the split | |

Note

In the above screenshot, it appears there are 2 transactions for Mar. 21, 2006. This is because
the register is in Auto-Split Ledger view and there are 2 splits for the register account in the 1
transaction. Transaction Journal view may be clearer. Refer to the section called “ Simplevs. Split
Transactions’. Asthere are 2 splitsfor the register account in the sale transaction, thistransaction
must be entered in Auto-Split Ledger or Transaction Journal view. It cannot be entered in Basic
Ledger view.
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Figure 9.19. The Account Tree after the Example of Selling Sharesfor a Gain

BEE uide
s (i
Open  Edit New Delete
’m fm AMZN
Account Name v | Description Total Total (USD) S (4]
B3 @ Stock Stock $8,944.09 $8,944.09
it
@ IBM IBM stocks 51.7598 IBM $8,944.09
~ fm Equity $12,000.00 $12,000.00
fm Opening Balances $12,000.00 $12,000.00 ||
v m Expenses Expenses $187.00 $187.00
~ fm Bank ABC $12.00 $12.00
fm Charges Bank ABC service charges $12.00 $12.00
f@ Commissions Commissions $175.00 $175.00
~ f® Income Income 51,675.24 §1,675.24 |
b om Cap Gain (Long) $1,600.00 $1,600.00 1
fm Dividend Income Dividend Income $0.00 $0.00
~ @ Interest Income Interest Income §75.24 §75.24
fm Bond Interest  Bond Interest $0.00 $0.00
fm CD 6 month CD interest $50.21 $50.21
fm Savings Interest on savings - Bank ABC $25.03 $25.03 =
| $, Grand Total: Net Assets: $13,907.33 Profits: $0.00 2
Net sale | |

Combined, Net Pricing

Table 9.3. Selling Shares Split Scheme, Sale and Capital Gain/L oss Are Combined,

Net Pricing

Account Number of | Share Price Total Buy Total
Shares

Assets:.Bank ABC NET _SALE

Assets: Stock:SY MBOL 0 0 NET_PROFIT |(Loss)

Assets: Stock:SYMBOL #NUM_SHARESNET_SEL - NET_SALE

L_PRICE
Income:Capital Gains (Loss) NET_PROFIT

Example 9.2. Sale of Shares with Profit, Manual Profit/Loss Calculation, Sale &
Profit Combined, Net Pricing

In this example, we will use the AMZN account created in the section called “ Example Stock Account”.

Y ou bought 100 shares of AMZN for $20 per share (including commissions), then later sell them al for
$36 per share with acommission of $75. The split transaction scheme is as follows:

* NUM_SHARESIs 100,

* NET_BUY_PRICE is $20 (the original buying price),
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NET_BUY is$2,000 (the origina buying cost),

NET_SELL_PRICE is $35.25 (($3600 _ $75) / 100)),

GROSS _SALE is$3,600, NET_SALE is $3,525,

and finally NET_PROFIT is$1,525 (NET_SALE _ NET_BUY).

Table 9.4. Selling Shares Split Scheme, Sale & Gain Combined, Net Pricing

Account Shares |Price |Buy Sl
Assets:.Bank ABC 3525.00

Assets:Brokerage Account:S-|0 0 1525.00
tock:AMZN

Assets:Brokerage Account:S-| 190 |35.25 3525.00
tock:AMZN

Income:Capital Gain (Long Ter- 1525.00
m):AMZN

Figure 9.20. Selling Sharesfor Gain using Net Pricing in Transaction Journal View

tE; 2 gnuicashi= AMZNI= GnuCash EEE
File Edit View Trapsaction Actions Business Reports Tools Windows Help
}‘_12‘ Save ¥ Close B ® 4 @ Z, & Tg‘, s 5T
f Accounts it IBM * | AMZN ® | Trial Balance *
[ [Actic]Memo [Account [R]sharesJPrice Jauy [sell [ a
01/01/2007 | |Buy 100 @ 20 ea = $2000 (including commission) ‘ | ‘ 100 | ‘ 100 ‘ | 100
Buy Assets:Brokerage Account:Stock:AMZN | n 100 20 (2,000.00
Assets:Bank ABC | n 2,000.00
03/21/2008 | |SElL stock for profit, Net Pricing ‘ | ‘ -100 | ‘ ‘ 100 | Q0
Net Sale = Gross Sale 3600 - Commission 75 = 3525 Assets:Bank ABC | n 3,525.00
Net Profit=Net Sale 3525 - Net Buy 2000 =1525 Assets:Brokerage Account:Stock:AMZN | n 1,525.00
Sell |Net Sale = Sell 100 @ 36 Ea = 3600 - Commission 75 = 3525 Assets:Brokerage Account:StockiAMZN |n | -100|35.25 3,525.00
Capital Gain (Long) = Net Profit Income:Capital Gain (Long Term):AMZN | n 1,525.00
[ \ 1
0172312017 | \ [ ] ooo] [ [
n 1

Shares: 0 AMZN  Current Value: $0.00

Enter a description of the split | ‘

Separate the Capital Gain/Loss Transaction from the Sale Transac-
tion

Thisis required if using scrubbing to calculate and create capital gain/loss transactions automatically.
Otherwise scrubbing will not detect them and will create an incorrectly valued capital gain/losstransaction.

Separated, Gross Pricing

Table 9.5. Selling Shares Split Scheme, Sale and Capital Gain/Loss Are Separ ate
Transactions, Sale Transaction

Account Number of | Share Price Total Buy Total &l
Shares

Assets:Bank ABC NET_SALE
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Expenses:Commission

COMMISSION

Assets: Stock:SYMBOL

#NUM_SHARE

S5ROSS_SEL -

L_PRICE

GROSS _SALE

Table 9.6. Selling Shares Split Scheme, Sale and Capital Gain/Loss Are Separ ate
Transactions, Capital Gain/L oss Transaction

Account Number of | Share Price Total Buy Total &l

Shares
Assets: Stock:SYMBOL 0 0 GROSS_PROFIT(L0ss)
Income:Capital Gains (Loss) GROSS _PROFIT

Example 9.3. Sale of Shares with Profit, Manual Profit/Loss Calculation, Sale &
Profit Separated, Gross Pricing

In this example, we will use the AMZN account created in the section called “ Example Stock Account”.

Y ou bought 100 shares of AMZN for $20 per share and commissions $20, then later sell them all for $36
per share with acommission of $75. The split transaction schemeis as follows:

* GROSS BUY_PRICE is $20 (the original buying price),

* NUM_SHARESIs 100,

GROSS _SALE is $3,600,

GROSS BUY is $2,000 (the original buying cost),

finally GROSS_PROFIT is $1,600 (GROSS_SALE _ GROSS BUY).

Table 9.7. Selling Shar es Split Scheme, Sale Transaction, Gross Pricing

Account Shares |Price |Buy St
Assets:Bank ABC 3525.00
Expenses:Commission 75.00
Assets:Brokerage Account:S-| 199 |36.00 3600.00
tock:AMZN

Table 9.8. Selling Shar es Split Scheme, Gain Transaction, Gross Pricing

Account Shares |Price |Buy St
Assets:Brokerage Account:S-|0 0 1600.00
tock:AMZN

Income:Capital Gain (Long Ter- 1600.00
m):AMZN
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Figure 9.21. Selling Shares for Gain Where the Sale and Gain are Recorded in Separate
Transactions, in Transaction Journal View

GlidelnvestExample3 gnucash = AMZN = GnuCash EEE)
File Edit View Transaction Actions Business Reports Tools Windows Help
disave M cClose B @ + @ 7 el V)
£ Accounts | i AMZN ¥ | Trial Balance
[ [Action [Memo [Account [R]shares[price [Buy [Sell [ (]
01/01/2005‘ ‘Buy 100 @ 20 ea = $2000 + commission $20 = $2020 | | ‘ 100‘ ‘ 100‘ | 100
Buy Assets:Brokerage Account:Stock:AMZN | n 100 20|2,000.00
Broker Commission Expenses:Commission:AMZN | n 20.00
Assets:Bank ABC | n 2,020.00
03/21/2006 ‘ ‘SEL[ stock for profit, Gross Pricing, Sale Transaction | ‘ -100 ‘ ‘ ‘ 100 | (o]
Net Sale = Gross Sale 3600 - Commission 75 = $3525 Assets:Bank ABC | n 3,525.00
Broker Commission Expenses:Commission:AMZN | n 75.00
Sell | Gross Sale 100 @ 36 = 3600 Assets:Brokerage Account:Stock AMZN |n | -100 36 3,600.00
03/21/2006 ‘ ‘Cap\tal Gain Transaction | | ‘ 0 ‘ ‘ ‘ | 0
Gross Profit = Gross Sale 3600 - Gross Buy 2000 = $1600 Assets:Brokerage Account:Stock:AMZN | n 1,600.00
Capital Gain (Long) = Gross Profit Incom e:Capital Gain (Long Term):AMZN | n 1,600.00
et | D |
01/25/2017 | \ | [ T oo0] \ \ [
n 1
Shares:0 AMZN  Current Value: $0.00 B
Enter a description of the split

Separated, Net Pricing

Table 9.9. Selling Shares Split Scheme, Sale and Capital Gain/Loss Are Separ ate
Transactions, Sale Transaction

Account Number of | Share Price Total Buy Total Sl
Shares
Assets:.Bank ABC NET _SALE
Assets: Stock:SYMBOL #NUM_SHARESNET_SEL- NET_SALE
L_PRICE

Table 9.10. Selling Shares Split Scheme, Sale and Capital Gain/Loss Are Separ ate
Transactions, Capital Gain/L oss Transaction

Account Number of | Share Price Total Buy Total &l
Shares

Assets: Stock:SY MBOL 0 0 NET_PROFIT |(Loss)

Income:Capital Gains (Loss) NET_PROFIT

Example 9.4. Sale of Shares with Profit, Manual Profit/L oss Calculation, Sale &
Profit Separated, Net Pricing

In this example, we will use the AMZN account created in the section called “ Example Stock Account”.

Y ou bought 100 shares of AMZN for $20 per share (including commissions), then later sell them all for
$36 per share with acommission of $75. In the split transaction schemeis as follows:

* NUM_SHARESIs 100,

» NET_BUY_PRICE is $20 (the original buying price),
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NET_BUY is$2,000 (the origina buying cost),

NET_SELL_PRICE is $35.25 (($3600 _ $75) / 100)),

GROSS _SALE is$3,600, NET_SALE is $3,525,

and finally NET_PROFIT is$1,525 (NET_SALE _ NET_BUY).

Table9.11. Selling Shares Split Scheme, Sale Transaction, Net Pricing

Account Shares |Price |Buy St
Assets:Bank ABC 3525.00
Assets.Brokerage Account:S-| 190 |35.25 3525.00
tock: AMZN

Table 9.12. Selling Shares Split Scheme, Gain Transaction, Net Pricing

Account Shares |Price |Buy STl
Assets:Brokerage Account:S-|0 0 1525.00
tock:AMZN

Income:Capital Gain (Long Ter- 1525.00
m):AMZN

Figure 9.22. Selling Shares for Gain Where the Sale and Gain are Recorded in Separate
Transactions, in Transaction Journal View

tExample 3 gnucash = AMZN = Grucash BER

File Edit View Transaction Actions Business Reports Tools Windows Help

3‘_‘2‘ Save H Close B ® | + @ 7 = T‘} ¥ &)
@ Accounts | @ AMZN X | Trial Balance
[ [Action [Memo [Account [R]shares[price [Buy [sell [ (]
01/01/2005 | |Buy 100 @ 20 ea = 32000 + « 1520 = §2020 [ [ ] zoo] | 100] | 100
Buy Assets:Brokerage Account:Stock:AMZN | n 100 20|2,000.00
Broker Commission Expenses:Commission:AMZN |n 20.00
Assets:Bank ABC | n 2,020.00
03/21/2006 | [ sel stack for proft, Gross Pricing, Sale Transaction [ T -zo0] \ [ 100 o
Net Sale = Gross Sale 3600 - Commission 75 = $3525 Assets:Bank ABC | n 3,525.00
Broker Commission Expenses:Commission:AMZN | n 75.00
Sell | Gross Sale 100 @ 36 = 3600 Assets:Brokerage Account:StockiAMZN |n | -100 36 3,600.00
03/21/2006 ‘ ‘Cap\tal Gain Transaction | | ‘ 0 ‘ ‘ ‘ | 0
Gross Profit = Gross Sale 3600 - Gross Buy 2000 = $1600 Assets:Brokerage Account:Stock: AMZN | n 1,600.00
Capital Gain (Long) = Gross Profit Income:Capital Gain (Long Term):AMZN | n 1,600.00
] | : |
01/25/2017 | \ [ [ T o0.00] [ [ [
n 1

Shares:0 AMZN  Current Value: $0.00
Enter a description of the split ‘ ‘

Selling Shares with Automatic Calculation of Capital
Gain or Loss Using Lots
Introduction

Wikipedia [https://en.wikipedia.org/wiki/Lot] includes the following definition of alot:

aset of goods for sale together in an auction; or a quantity of afinancial instrument
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GnuCash has a built-in lot management facility that can be used to keep track of capital gains or losses
resulting from security sales. Buy and sell transactions are put into lots for the purpose of calculating the
cost of the sale. More specificaly, alot is used to link particular buy and sell transaction splits. Lots can
be automatically or manually created and linked. Capital gain or loss can be automatically calculated and
transaction(s) created for the difference between the sale value and the cost of the securities sold. GnuCash
refers to this process as scrubbing.

The term scrub is used because security accounts need to be cleaned after sales to ensure the difference
between the cost paid for securities, and value received from selling them, is accounted for as capital gain
or loss. If the capital gain/lossis not correct, the Trial Balance bottom line total debits will not balance to
total credits. To see the Trial Balance, select Reports — Income & Expense - Trial Balance.

Note

If you make an error, you can del ete thelot(s) and capital gain/losstransaction(s) and retry. Ensure
you delete the lot, or at least unlink sale transactions from the lot, before you delete a capital
gain/loss transaction. Otherwise, the Lots in Account screen will recreate the capital gain/loss
transaction when you select the lot.

If you are not familiar with FIFO, LIFO or Average costing, please see Wikipedia FIFO and LIFO ac-
counting [https://en.wikipedia.org/wiki/FIFO_and LIFO_accounting] and Average cost method [https://
en.wikipedia.org/wiki/Average cost_method].

If you are not familiar with the difference between GnuCash transactions and splits, please see the section
called “Simple vs. Split Transactions’.

The GnuCash lot management facility can be a useful feature, reducing manual calculation, especialy if
dividends have been reinvested over years and there are many different costsinvolved. It can automatically
link buy transactions to sell transactions using FIFO cost method and one can manually link specific buy
transactions to sall transactions in order to use LIFO. Advanced Portfolio Report basis costs and gaing/
losses will agree with the costs and gain/loss transactions created by scrubbing if either the FIFO or LIFO
cost methods are used.

Lots in Account Window

TheLotsin Account SSSSwindow, where SSSSisasecurity account, isused to manually or automatically
link security transaction splitsto lots and create capital gain/loss transactions to account for the difference
between the costs of buying a security and the value received by selling it.

To openthe Lotsin Account window, open the security account register, then select Actions - View Lots.

Figure 9.23. Selling Shares - Capital Gains - Lotsin Account window

Lots in Account STOCK1'

01/01/2016 1
01/02/2016

Lots in This Account

Type |Opened_ | Closed | Te | Baance, | Gans j

1 Show only open lots

Splits in lot

Description Amount  Value  Gainfloss | Balance Date Num  Description Amount | Value | Gainfloss | Balance
Bought STOCK1 10 @ $10.00 Brokerage $1.00 105TOCKL $101.00 10 STOCKL 01/07/2016 STOCK1 Div Reinvestment 2@ $12.00 = 524,00 25TOCKL $24.00 25T0CK1
STOCK1 Div Reinvestment 1@ $11.00 1STOCKL -$11.00 11 sTOCK1 02/07/2016 Sell STOCKI Last lot Gty 2 @ $13.00=$26.00 Brokerage $1 -2 STOCK1 $25.00 $1.00

Animage of the Lots in Account window.

Refer to the Help Manual, Chapter 8 Tools & Assistants, Lots in Account [ https://www.gnucash.org/docs/
vnone/C/gnucash-manual/tool-lots.ntml] for details of the Lots in Account screen elements.
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Procedure Summary

Using the lot management facility for the automatic calculation of capital gain or loss typically follows
these steps:

1. Record the sale transaction using Net Pricing (but stop short of entering the Capital Gain transaction
asit will be created by scrubbing). See Example 9.4, “Sale of Shares with Profit, Manual Profit/Loss
Calculation, Sale & Profit Separated, Net Pricing”.

2. the section called “Manual Lot Creation and Linking” (Optional depending on cost method)
3. the section called “ Automatic Creation of Capital Gain Or Loss Transactions’
4. the section called “ Change Orphaned Gains-CCC to Gain/Loss Account”

5. the section called “Run a Trial Balance” report to ensure total debits balance to total credits.

Manual Lot Creation and Linking
Before using this feature, ensure you have read the section called “ Considerations”.

Thisfunctionality allowsthe manual linking of specific buy and sell transactions. It may be used in the case
where a user wishesto use adifferent cost method than the automatic linking method (FIFO). Effectively,
if one wishes the cost basis and capital gainsin the Advanced Portfolio Report to be consistent with the
capital gainstransactions created by scrubbing, manual lot creation only needsto be used when using LIFO
or “sale of designated lots’ (the same thing for securitiesasfar as US personal tax law is concerned). This
is because the scrub function can automatically do FIFO linking so there is no need to do it manually and
scrubbing cannot be used for average costing. See Example 9.5, “Manual Lot Creation and Linking”.

Automatic Creation of Capital Gain Or Loss Transactions

Note

Do not do this unless you are using FIFO or LIFO to cost sales. See the section called “Consid-
erations’.

GnuCash can automatically calculate and create security sale capital gain/loss transactions. L ots are used
to link buy transaction splits with sell transaction splits so the correct cost of the securities sold can be
determined. GnuCash will use any existing lots, and create new lots for any buy transaction splits not
already linked to alot. Buy and sell transaction splits are linked to lots using FIFO method.

See:
» Example 9.6, “ Automatic Creation of Capital Gain Or Loss Transactions”,
» Example 9.7, “ Automatic Creation of Capital Gain Or Loss Transactions, 2 Sales at Once”,

» Example 9.8, “ Automatic Creation of Capital Gain Or Loss Transactions - After a Simple Stock Split”.

Change Orphaned Gains-CCC to Gain/Loss Account

The capital gain/loss transaction(s) created by scrubbing uses an automatically created generic Orphaned
Gains-CCC account (where CCC is the security currency) because GnuCash doesn't know which capital
gain or loss account should be used. After scrubbing, the user should edit the Orphaned Gains-CCC
transaction split to re-assign the income account to a more meaningful income (or expense) gain or loss
account (for example, Income: Capital Gain (Long Term):IBM).
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See Example 9.9, “Changing the Orphaned Gains-CCC to Gain/L oss Account”.

Run a Trial Balance

Running a Trial Balance report ( Reports - Income & Expense - Trial Balance ) after creating capital
gain/loss transactions, is a basic check that capital gaing/losses are correctly accounting for the difference
between the cost paid for securities, and value received from selling them. At the end of the report, total
debits should equal total credits.

Tip

A Tria Balance may not balance due to some other problem. To determine if the cause of an
imbalance is from incorrectly accounting for capital gain/loss:

1. If necessary, temporarily change the date of the sell transaction and the capital gain/losstrans-
action, so they are the only transactions for a particular date, then run the Trial Balance as at
the day before. If the Trial Balance is till out by the same amount, it is not the capital gain/
loss that is causing the problem.

2. If you find a prior out of balance Trial Balance, keep running the Trial Balance report with
different dates until you find the date it starts being out of balance. Temporarily change the
transaction dates for each transaction on the problem date to the following day, then change
the dates back to the correct date 1 at a time, running the Trial Balance each time, until you
identify the problem transaction. When you change the date of a security sell transaction, you
also need to change the date of the corresponding capital gain transaction asit is only the sum
of these that will balance in the Trial Balance.

Considerations

There are some points that should be considered before using the lot management facility.

1.

GnuCash implements only the First In/ First Out (FIFO) cost method when automatically linking buy
transactionsto sell transactions. That means the ol dest securities are ways sold first. The Last In First
Out (LIFO) cost method may be used by manually linking the most recent buy security splits to the
sell split before scrubbing.

. The Advanced Portfolio Report does not use lot information when calculating costs, just the security

transaction splits. It calculates the cost basis and gains or losses using the selected Basis calculation
method report option (Average, FIFO or LIFO). If one wishesthe Advanced Portfolio Report costs and
gaing/losses to be consistent with the capital gain/loss transactions created by scrubbing, the same cost
model must be used in both places.

. Scrubbing does not recognize commissions or fees so makes no allowancefor them in the cal cul ation of

gain or loss. Therefore you must use Net Pricing rather than Gross Pricing if you wish to use scrubbing.
See the section called “Handling Commissions and Fees’.

. Scrubbing does not recognize capital gain/loss transaction splitsif they have been manually entered as

part of the sale transaction. Therefore ensure previous sales are recorded as 2 transactions:

Table 9.13. Transaction 1 dealing with value received and the reduction of the
number of shares

Account Tot Shares \ (Unit) Price \ Buy (Debit) ‘Sell (Credit) \
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Brokerage or Bank

Debit

Security

#NumSold

SaleUnitPrice

SaleVaue

Table 9.14. Transaction 2 capital gain/loss (lossin this example)

Account Tot Shares (Unit) Price Buy (Debit) Sl (Credit)
Capital Loss Debit
Security 0 0 Credit

5. The automatic capital gains calculations can handle straightforward buy, sell, and return of capital
transactions but any transaction that affect the number of shares, even simple splits, will cause it to
produce wrong answers so those cases must be handled manually.

Examples

Example 9.5. Manual Lot Creation and Linking
Here is an example of selling part of a security holding using the LIFO method. In this example, the most
recent buy transaction (dated Jul. 1, 2016, a reinvested dividend), is linked to alot, along with the sell

transaction, and the GnuCash scrub function is used to calculate capital gain or loss and create the capital
gain/loss transaction.

1. Open the security account's register.

Figure 9.24. Selling Shares - Capital Gains- Security register before scrubbing a single lot

gnucashi= STOCK1 = GnuCash RER
File Edit View Trapsaction Actions Business Reports Tools Windows Help
Rcose B @ + @ 2 ®E D
@ Accounts | Advanced Portfolio LIFO » | fit STOCKL #
|Date ‘ Num ‘ Description ‘ ‘Tnt Shares | ‘Tnt Buy ‘ Tot Sell | Balance |
01/01/2016[1 | Bought STOCK1 10 @ $10.00 Brokerage $1.00 \ [ ] 10 | 10 [ 10
Buy Assets:Investments:Brokerl:STOCK1 | n 10|10.1 /101.00
Assets:Investments:Brokerl |n 101.00
01/02/2016 | [STOCK1 Div Reinvestment 1 @ $11.00 \ [T i [ ] [
Buy  Div gty 10 @ CPS $2.00 = $20.00 Assets:Investments:Broker1:STOCK1 | n 1| 11| 11.00
Increase in Residual $20.00 - $11.00 = $9.00 Assets:Investments:DRP Residual:STOCK1 |n 9.00
Income:Dividend:Franked:5TOCK1 | n 20.00
01/07/2016 ‘ ‘STOCKI Div Reinvestment 2 @ $12.00 = $24.00 | ‘ 2 | ‘ 2 ‘ | 13
Buy Div gty 11 @ CPS $2.00 = $22.00 Assets:Investments:Broker1:STOCK1 |n 2 12| 24.00
Decrease in Residual = ($9.00 - $7.00) = $2.00 Assets:Investments:DRP Residual:STOCKL | n 2.00
Income:Dividend:Franked:STOCK1 | n 22.00
02/07/2016 | [Sell STOCKI Last lot Gty 2 @ $13.00=526.00 Brokerage $1_| [T 2 ] [ 2] 1
Net Sale Assets:Investments:Brokerl |n 25.00
Sell | Cost gty 2 @ $12.00 = $24.00 Assets:Investments:Broker1:STOCK1 |n | 25.00
23/02/2017 | I \ [T ooo] ] \ [
n 1
Shares: 11 STOCK1 Current Value: $143.00 .
Enter a description of the transaction |

An image of the Security Account register in transaction journa view, before lot scrubbing.

2. Ensure al previous capital gain/loss transactions are separate transactions to the sell transactions
which record the reduction in the number of shares and the value received.

3. Select Actions - View Lots to open the Lots in Account SSSS window where SSSS is the security
account.
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Figure 9.25. Selling Shares - Capital Gains - L ots befor e scrubbing a single lot

ots inAccount STOCKL
Title Lots in This Account B
[ ] liype Opened  Closed Title  Balance  Gains
Notes
@ i Bj -
[J Show only open lots
Splits free Splits in Lot
Date Num Descrij iption Amount Value Gain/Loss Balance Date Num Descri iption Amount Value Gain/Loss Balance
01/01/2016 1 Bought STOCK1 10 @ $10.00 Brokerage $1.00 10 STOCK1 $101.00 10 STOCK1
01/02/2016 STOCK1 Div Reinvestment 1 @ $11.00 1STOCK1 -$11.00 11 STOCKL
01/07/2016 STOCK1 Div Reinvestment 2 @ $12.00 = $24.00 2STOCK1 -$24.00 13 STOCK1
02/07/2016 Sell STOCK1 Last lot Qty 2 @ $13.00=$26.00 Brokerage $1 -2 STOCK1 $25.00 11 STOCK1
[@ )
| [ iNewtot || 7 scrub Account Close |

An image of the Lots in Account window before lot scrubbing.

4. Create anew lot using the New Lot button. Initially thislot is not linked to any buy or sell split.

5. Highlight the new lot in the Lotsin This Account panel.

6. Highlight the buy split (dated Jul. 1, 2016) of the security to be sold in the Splits free panel.

7. Click the >> button to link the buy split with the highlighted lot. The split moves from the Splitsfree

panel to the Splitsin Lot panel.

8. Repeat the previous 2 stepsfor any other buy splitsthat should beincluded in thelot (in thisexample,

thereisonly 1 buy split in the sale).
9. Highlight the sell split in the Splits free panel.

10. Click the >> button to link the sell split with the highlighted lot.

11. Check thelot Balanceis as expected. In this example the lot balance should be zero as the number of

securities sold in the lot, is matched with the same number of security buys.

Figure 9.26. Selling Shares - Capital Gains- L ots befor e scrubbing a singlelot, after manual

Lot in Account STOCK1'

Title Lots in This Account

Lot 0 Type  Opened Closed Title  Balance  Gains ‘ 1
Notes u

] )
] Show only open lots

Splits free Splits in lot

Date Num | Description Amount  Value  Gainloss | Balance Date Num | Description Amount  Value  Gain/loss | Balance

01/01/2016 1 Bought STOCK1 10 @ $10.00 Brokerage $1.00 105STOCKL $101.00 10 STOCKL 01/07/2016 STOCK1 Div Reinvestment 2@ $12.00 = $24.00 25TOCKL  $24.00 2 sTOCK1

01/02/2016 STOCK1 Div Reinvestment 1@ $11.00 1STOCK1 -$11.00 11 STOCK1 02/07/2016 Sell STOCK Last lot Gty 2 @ $13.00=$26.00 Brokerage $1 -2 STOCK1 $25.00 $1.00

i New L Scrub Acc: Scrub Del e

An image of the Lots in Account window before scrubbing asingle lot.

12. Click the Scrub button (not the Scrub Account button.)

The Lots in Account window has not changed after using the Scrub button so no example screen

imageis supplied.

13. Closethe Lotsin Account SSSS window and return to the security account register.
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Figure 9.27. Selling Shares - Capital Gains - Register after manual linking and scrubbing a
single lot

‘GuidelnvestExample:gnucash ='S; E]
File Edit View Trapsaction Actions Business Reports Tools Windows Help
Reose % @ + @ 2 S & 2
f® Accounts | Advanced Portfolio LIFO # | @& STOCKL
[Date [Num [ Description [ [Tot Shares] [Tot Buy [ Tot Sell]Balance |-
01/01/2016 ‘ 1 ‘Buughl STOCK1 10 @ $10.00 Brokerage $1.00 ‘ | ‘ 10 | ‘ 10 ‘ | 10
Buy Assets:Investments:Broker1:STOCK1 | n 10|10.1 |101.00
Assets:Investments:Brokerl |n 101.00
01/02/2016 ‘ ‘STOCKI Div Reinvestment 1 @ $11.00 ‘ | ‘ 1 | ‘ 1 ‘ | 11
Buy Div gty 10 @ CPS $2.00 = $20.00 Assets:Investments:Brokerl:STOCKL | n 1| 11| 11.00
Increase in Residual $20.00 - $11.00 = $9.00 Assets:Investments:DRP Residual:STOCK1 |n 9.00
Income:Dividend:Franked:STOCK1 | n 20.00
01/07/2016 | [STOCK1 Div Reinvestment 2 @ $12.00 = $24.00 [T N [ 13
Buy Div qty 11 @ CPS $2.00 = $22.00 Assets:Investments:Broker1:STOCK1 | n 2 12| 2400
Decrease in Residual = ($9.00 - $7.00) = $2.00 Assets:Investments:DRP Residual:STOCK1 |n 2.00 3
Income:Dividend:Franked:5TOCK1 | n 22.00
02/07/2016 ‘ ‘SELL STOCK1 Last lot Qty 2 @ $13.00=426.00 Brokerage $1 ‘ | ‘ =z | ‘ ‘ 2 | 11
Net Sale Assets:Investments:Brokerl |n 25.00
Sell Costqty 2 @ $12.00 = $24.00 Assets:Investments:Brokerl:STOCK1 | n -2|12.5 25.00
02/07/2016 ‘ ‘Reahled Gain/Loss ‘ | ‘ Q0 | ‘ ‘ | in
Realized Gain/Loss Assets:Investments:Brokerl:STOCK1 | n 1.00
Realized Gain/Loss Orphaned Gains-AUD | n 1.00
23[02[2017‘ H ‘ | ‘ 0.00| ‘ ‘ |
n 1
Shares: 11 STOCK1 Current Value: $143.00 .
Enter a description of the transaction

An image of the Register after scrubbing asinglelot.

14. Continue to the section called “ Change Orphaned Gains-CCC to Gain/Loss Account”.

Example 9.6. Automatic Creation of Capital Gain Or Loss Transactions
Create the capital gains transaction by following these steps:
1. Open the security account's register.

2. Ensureany previous manually entered capital gain/losstransaction splits have been entered in separate
transactions to the the sell transactions.

3. Select Actions . View Lots to open the Lots in Account SSSS window where SSSSis the security
account.

4. If using LIFO, usethe above procedurethe section called “ Manual Lot Creationand Linking” to create
alot for each sell transaction, link the lot with the sell transaction and each of the buy transactions
that make up the sale.

5. Click the Scrub Account button which:

» Creates lots for any buy transactions that are not already linked to a lot and links them to sell
transactions splits using the FIFO method. As atransaction split can only belinked to 1 lot, if asell
transaction needs to be linked to multiple lots, the sell transaction split isitself split into multiple
subsplits. In the case of multiple subsplits, it is possible to have different splits from the same
transaction in both the Splits free and Splitsin lot panels.

« Creates a separate transaction per lot for capital gain/loss.

6. Continue to the section called “ Change Orphaned Gains-CCC to Gain/Loss Account”.
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Example 9.7. Automatic Creation of Capital Gain Or Loss Transactions, 2 Sales

at Once

Here is an example of FIFO scrubbing without manual lot creation. In this example, the transactions for
2 sales are scrubbed at once but usually scrubbing would be performed after each sale. One reason for

scrubbing 2 sales at once, could be because there were multiple sales on the same day.

Figure 9.28. Selling Shares - Capital Gains - Register before Scrub Account

G tExample gnucash = STK2/= GnuCash: =)
Eile Edit View Trapsaction Actions Business Reports Tools Windows Help
save Xclose | B @ + @ z FERENRI ' 2N ET)
@ Accounts @ STK2 i
|Date Num | Description Tot Sh Tot Buy | Tot Sell | Balance
01/01/2016 Bought 10 @ $10.00 Brokerage $1.00 | 10 10 10
Buy Assets:Investments:Brokerl:5TK2 |n 10 10.1 |101.00
Assets:Investments:Brokerl | n 101.00
01/02/2016] | DivReinvestment 1 @ $11.00 [T 1] [ 1] [ n
Buy | Div gty 10 @ CPS $2.00 = $20.00 Assets:Investments:Brokerl:STK2 |n 1 11| 11.00
Increase in Residual $20.00 - $11.00 = $9.00 Assets:Investments:DRP Residual:STK2 | n 9.00
Income:Dividend:Franked:STK2 | n 20.00
01/07/2016| | DivReinvestment 2 @ $12.00 = $24.00 ] [ 2] R
Buy Divqty 11 @ CPS $2.00 = $22.00 Assets:Investments:Brokerl:5TK2 |n 2 12 | 24.00
Decrease in Residual = ($9.00 - $7.00) = $2.00 Assets:Investments:DRP Residual:STK2 | n 2.00
Income:Dividend:Franked:STK2 | n 22.00
02/07/2016|  [SellFIFO Gty 11 @ $13.00=$143.00 [T 1] \ | u] 2
Net Sale: $143.00 - Commission $1.00 = $142.00 Assets:Investments:Brokerl | n 142.00
Sell Cost (10@10.10)+(1@11.00) = $112.00 Assets:Investments:Brokerl:STK2 |n -11 (12.9091 142.00
01/08/2016| | DivRainvestment 1 @ $14.00 = $14.00 [T 1] Y E
Buy Divqty 2 @ CPS $4.00 = $8.00 Assets:Investments:Brokerl:5TK2 |n 1 14| 14.00
Decrease in Residual = ($7.00 - $1.00) = $6.00 Assets:Investments:DRP Residual:STK2 | n 6.00
Income:Dividend:Franked:STK2 | n 8.00
02/08/2016 | ‘Sell FIFO Qty 3 @ $15.00=$45.00 | | =3 ‘ ‘ | 3 ‘ 0
Net Sale: $45.00 - Commission $1.00 = $44.00 Assets:Investments:Brokerl | n 44.00
Sell Cost (2@12,00+(1@14.00) = $38.00 Assets:Investments:Brokerl:STK2 |n -3|14.6667 44.00
28/02/2017 [vum || | | o00] | | |
n 1
Shares:0 STK2 Current Value: $0.00 a
Enter a description of the transaction | |

An image of the Security Account register in transaction journal view, before Scrub Account is used.

1. Select Actions - View Lots to open the Lots in Account SSSS window where SSSSis the security

account.
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Figure 9.29. Selling Shares - Capital Gains - L ots before Scrub Account

( Lots in Account STK2 £
Title Lots in This Account

H ] Type | Opened Closed Title | Balance | Gains -
Notes v

Tl Show only open lots

Splits free Splits in Lot

Date Num  Description Amount  Value  Gainfloss  Balance Date Num  Description  Amount  Value  Gainjloss  Balance

01/01/2016 Bought 10 @ $10.00 Brokerage $1.00 105TK2  $101.00 10 5TK2

01/02/2016 Div Reinvestment 1 @ $11.00 15TK2  -$11.00 11 57k2

01/07/2016 Div Reinvestment 2 @ $12.00 = $24.00 2 5TK2  -$24.00 13572 [+ ]

02/07/2016 SellFIFO Gty 11 @ $13.00=$143.00 -115TK2 $142.00 2572 [

01/08/2016 Div Reinvestment 1 @ $14.00 = $14.00 157K2  -$14.00 asm2 |-

02/08/2016 SellFIFO Gty 3 @ $15.00=$45.00  -35TK2  $44.00

& ) & B

[ [/ New Lot l I 7 Scrub Account ] ( scup || Delere | I Close

An image of the Lots in Account window before Scrub Account is used.
2. Click the Scrub Account button.

Figure 9.30. Selling Shares - Capital Gains- Lots after Scrub Account

\' Lots in Account STK2 4

Title Lots in This Account

Lot 0 Type  Opened ¥ Closed Title | Balance  Gains
01/01/2016 02/07/2016
DNotes 01/02/2016 02/07/2016

01/07/2016 02/08/2016
01/08/2016 02/08/2016

[ Show only open lots

Splits free Splits in Lot
Date Num  Description  Amount | Value | GainfLoss  Balance *‘ Date Num | Description Amount | Value | GainjLoss  Balance
~ lo1/01/2016 Bought 10 @ $10.00 Brokerage $1.00 10 STK2 ~ $101.00 105TK2
' [_‘ 02/07/2016 SellFIFO Gty 11 @ $13.00=$143.00 -10 STK2 $129.09 $28.09
[ | /New Lot ] [ 7 Scrub Account ] l 7 serup l [ Delete ] [ Close

An image of the Lotsin Account window after using Scrub Account.

Note

After using the Scrub Account button only the last lot is shown, so the above image is after
the Lots in Account window has been closed and reopened so all the lots show.

3. Closethe Lotsin Account SSSS window and return to the security account register.
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Figure 9.31. Selling Shares - Capital Gains - Register after Scrub Account

e e e =)
Eile Edit View Trapsaction Actions Business Reports Tools Windows Help
I'J_Izl Save 3¢ Close |5k ® + @ =~ i3 Tij ¢ s}
@ Accounts fi STK2 X
|Date Num | Description Tot Sh Tot Buy | Tot Sell | Balance
01/01/2016 Bought 10 @ $10.00 Brokerage $1.00 | 10 10 10
Buy Assets:Investments:Broker1:5TK2 |n 10 10.1 /101.00
Assets:Investments:Brokerl | n 101.00
01/02/2016] | DivReinvestment 1 @ $11.00 [T 1] Y [ 1
Buy | Div gty 10 @ CPS $2.00 = $20.00 Assets:Investments:Brokerl:STK2 |n 11| 11.00
Increase in Residual $20.00 - $11.00 = $9.00 Assets:Investments:DRP ResidualSTK2 | n 9.00
Income:Dividend:Franked:STK2 | n 20.00
01/07/2016| | DivReinvestment 2 @ $12.00 = $24.00 ) R EE
Buy Divqty 11 @ CPS $2.00 = $22.00 Assets:Investments:Brokerl:5TK2 |n 2 12 | 24.00
Decrease in Residual = ($9.00 - $7.00) = $2.00 Assets:Investments:DRP Residual:STK2 |n 2.00
Income:Dividend:Franked:STK2 | n 22.00
02/07/2016 ] [Sell FIFO Gty 11 @ $13.00=$143.00 [T 1] \ N
Net Sale: $143.00 - Commission $1.00 = $142.00 Assets:Investments:Brokerl | n 142.00
Sell | Cost (10@10.10)+(1@11.00) = $112.00 Assets:Investments:Broker1:STK2 |n -10| 12.909 129.09
Sell Cost (10@10.10)+{1@11.00) = $112.00 Assets:Investments:Broker1:5TK2 |n -1 12.91 12.91
02/07/2016 | [Realized Gain/Loss | o] E:
Realized Gain/Loss Assets:Investments:Brokerl:5TK2 |n 1.91
Realized Gain/Loss Orphaned Gains-AUD | n 1.91
02/07/2016 | [Realized Gain/Loss [ o] \ | Y
Realized Gain/Loss Assets:Investments:Brokerl:STK2 |n 28.09
Realized Gain/Loss Orphaned Gains-AUD |n 28.09
01/08/2016| | DivReinvestment 1 @ $14.00 = $14.00 | [T 1] RN I
Buy Divqty 2 @ CPS $4.00 = $8.00 Assets:Investments:Brokerl:5TK2 |n 1 14| 14.00
Decrease in Residual = ($7.00 - $1.00) = $6.00 Assets:Investments:DRP Residual:STK2 | n 6.00
Income:Dividend:Franked:STK2 | n 8.00
02/08/2016] _ [SellFIFO Gty 3 @ $15.00=345.00 [T 5] \ | 3[ o
Net Sale: $45.00 - Commission $1.00 = $44.00 Assets:Investments:Brokerl | n 44.00
Sell Cost (2@12,00+(1@14.00) = $38.00 Assets:Investments:Brokerl:STK2 |n -2| 14.665 29.33
Sell | Cost (2@12,00+(1@14.00) = $38.00 Assets:Investments:Brokerl:STK2 |n =1 14.67 14.67
02/08/2016 | [Realized Gain/Loss | o] | o
Realized Gain/Loss Assets:Investments:Brokerl:5TK2 |n 5.33
Realized Gain/Loss Orphaned Gains-AUD |n 5.33
02/08/2016 | ‘ Realized Gain/Loss | | o] ‘ ‘ | ‘ (o]
Realized Gain/Loss Assets:Investments:Brokerl:STK2 |n 0.67
Realized Gain/Loss Orphaned Gains-AUD |n 0.67
28/02/2017 [vum || | | | o.00] | | |
n 1
Shares: 0 STK2  Current Value: $0.00 -
Enter a description of the transaction

An image of the security register after using Scrub Account.

Note

The security splits in the sell transactions have been split into subsplits, one subsplit per
lot, and a capital gain transaction has been created for each security subsplit of each sell
transaction.

4. Continue to the section called “ Change Orphaned Gains-CCC to Gain/L oss Account”.

Example 9.8. Automatic Creation of Capital Gain Or Loss Transactions - After a
Simple Stock Split

Hereisan example of FIFO scrubbing without manual lot creation/linking, where the Stock Split Assistant
has been used for asimple stock split. In this example, 100 shares of security XY Z were bought for $10.00
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each, there was a simple 2 for 1 stock split for zero cost (so the holding was then 200 shares @ $5.00
each), then all 200 shares were sold for $6.00 each.

Figure 9.32. Selling Shares - Capital Gains - Register after Scrub Account

TEST.gnucash = XYZ = GnuCash =@
File Edit View Transaction Actions Business Reports Tools Windows Help
Hcose 5 @ + @ 2 ®EH R
@ Accounts f XYZ ¥
| Action [Memo Account R [Shares Price | Buy Sell a
01/01/2008 Buy qty 100 @ $10.00 100 100 100
Buy ‘ Assets:Investments:Brokerl: XYZ | n 100 10 1,000
Assets:Current Assets:Bankl n 1,000.00
1
01/01/2008 | [stock split | [ ] 100] | 100] | 200
Split Assets:Investments:Brokerl:XYZ ' n 100
01/07/2009 | [sel 200 for $6.00 ea = $1200.00 | [ 200] ] | 200] ol
Assets:Current Assets:Bankl n 1,200.00
Sell Assets:Investments:Brokerl:XYZ n -100 6 600.00
Sell Assets:Investments:Brokerl:XYZ ' n -100 6 600.00
01/07/2009 | [Realized Gain/Loss | [ ] o | | [ o
Realized Gain/Loss Assets:Investments:Brokerl:XYZ n 600.00
Realized Gain/Loss Orphaned Gains-AUD |n 600.00
01/07/2009 | [Realized Gain/Loss | [ ] o | | | ol
Realized Gain/Loss Orphaned Gains-AUD |n 400.00
Realized Gain/Loss Assets:Investments:Brokerl:XYZ ' n 400.00 [~
Shares: 0 XYZ Current Value: $0.00
| |

An image of the Security Account register in transaction journal view, after Scrub Account is used.

Figure 9.33. Sdlling Shares - Capital Gains- Lot 0 after Scrub Account

Lots in Account XYZ
Title Lots in This Account -
Type | Opened | Closed Title | Balance | Gains o
Notes

01/01/2009 01/07/2009 Lotl O0XYZ $600.00

(< m B
[J Show only open lots

Splits free Splits in Lot
Date Num | Description  Amount  Value | Gainjloss  Balance Date Num | Description Amount  Value Gain/Loss  Balance
01/01/2008 Buy qty 100 @ $10.00 100XYZ  $1,000.00 100 X2
01/07/2009 Sell 200 for $6.00 ea = $1200.00 -100 XYZ $600.00 -$400.00
a ] 1> @ w T2
[/ Mew Lot 2 Scrub Account ? Scrub Delete Close

An image of the Security Account register in transaction journal view, after Scrub Account is used.
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Figure 9.34. Selling Shares - Capital Gains- Lot 1 after Scrub Account

Lots in Account XYZ
Title Lots in This Account .
Type Opened | Closed  Tre | dalnce | Gan g
01/01/2008 01/07/2009 LotQ 0XYZ -$400.00
Notes
& Dl
I Show only open lots
Splits free Splits in lot
Date Num Description Amount Value Gain/Loss Balance Date Num Description Amount Value Gain/Loss Balance
01/01/2009 Stock Split 100 XYZ $0.00 100 XYZ|
01/07/2009 Sell 200 for $6.00 ea = $1200.00 -100 XYZ $600.00 $600.00
@ [ B @ [ )
| [ Newlor || 7 scrub Account || Tscub || pelere || Close \

An image of the Security Account register in transaction journal view, after Scrub Account is used.
The above screenshots show that scrubbing created:
» 2lots. A separate lot for each buy (it essentially treats the stock split as abuy of 100 for no cost.)
2 capital gain transactions (one for each lot) on the date of the sale;
« Lot 0: Jul. 1, 2009 |oss $400 (sale $600 _ cost $1,000.)
e Lot 1: Jul. 1, 2009 gain $600 (sale $600 _ cost $0.)
Total gain $200 is correct. Whether the gain is a single long-term one or one each of long-term and short-

term or whether there's even a distinction depends on the user's tax jurisdiction and the way the split is
structured. If the user needs help figuring it out they should consult a professional.

Example 9.9. Changing the Orphaned Gains-CCC to Gain/L oss Account

1. ClosetheLotsin Account SSSSwindow if open and return to the security account register.
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Figure 9.35. Selling Shares - Capital Gains - Register after scrubbing a singlelot

G TExampleignucash = STOCKL = GruCash SEE
Eile Edit View Trapsaction Actions Business Reports Tools Windows Help
Xcose G @ + @ ®E &
@ Accounts | Advanced Portfolio LIFO # | it STOCKL
[Date [Num [ Description [ [Tot Shares] [Tot Buy [ Tot Seu]Balance | -
01/01/2016 ‘ 1 ‘Bnughl STOCK1 10 @ $10.00 Brokerage $1.00 ‘ | ‘ 10 | ‘ 10 ‘ | 10
Buy Assets:Investments:Brokerl:STOCKL | n 10/10.1/101.00
Assets:Investments:Brokerl |n 101.00
01/02/2016 ‘ ‘STOCKI Div Reinvestment 1 @ $11.00 ‘ | ‘ i | ‘ i ‘ | in
Buy Div gty 10 @ CPS $2.00 = $20.00 Assets:Investments:Brokerl:STOCKL | n 1| 11| 11.00
Increase in Residual $20.00 - $11.00 = $9.00 Assets:Investments:DRP Residual:STOCK1 |n 9.00
Income:Dividend:Franked:5TOCK1 | n 20.00
01/07/2016 | [STOCKL Div Reinvestment 2 @ $12.00 = $24.00 2| 2] [ s
Buy | Div gty 11 @ CPS $2.00 = $22.00 Assets:Investments:Broker1:STOCK1 |n 2 12| 24.00
Decrease in Residual = ($9.00 - $7.00) = $2.00 Assets:Investments:DRP Residual:STOCKL | n 2.00 3
Income:Dividend:Franked:STOCK1 | n 22.00
02/07/2016 ‘ ‘SEU. STOCK1 Last lot Qty 2 @ $13.00=%26.00 Brokerage $1 ‘ | ‘ =2 | ‘ ‘ 2 | in
Net Sale Assets:Investments:Brokerl |n 25.00
Sell Cost gty 2 @ $12.00 = $24.00 Assets:Investments:Broker1:STOCK1 | n -2|12.5 25.00
02/07/2016 | [Realized Gain/Loss \ [T of ] \ [
Realized Gain/Loss Assets:Investments:Brokerl:STOCK1 | n 1.00
Realized Gain/Loss Orphaned Gains-AUD | n 1.00
23/02/2017 | I \ [T ooo] ] \ [
n 1

Shares: 11 STOCK1 Current Value: $143.00

Enter a description of the transaction

An image of the security register after scrubbing asinglelot.

2. Find each new Realized Gain/Loss transaction in the security account register (they will have the
same date as the sell transactions).

3. Edit the Orphaned Gains-CCC transaction split to re-assign the income account to amore meaningful
income (or expense) gain or loss account (for example, Income: Capital Gain (Long Term):IBM).

Tip

You may like to split the capital gain/loss into taxable and non taxable parts if that is in
accord with your tax laws.

Dividends

Some companies or mutual funds pay periodic dividends to shareholders. Dividends are typically given
in one of two ways, either they are automatically reinvested into the commodity or they are given as cash.
Mutual funds are often setup to automatically reinvest the dividend, while common stock dividendsusually
pay cash.

Dividends in Cash

If the dividend is presented as cash, you should record the transaction in the asset account that received the
money, asincome from Income: Dividends. Additionally if you want to tie the cash dividend to aparticular
stock holding then add a dummy transaction split to the stock account with quantity O price 1 value 0.

As an example consider the following; the dividends deposited as cash into the Broker Account with a
tie to the stock account.
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Figure 9.36. Example Of Cash Dividend Transactions

1] GuidelnvestExample.gnucach - Brokerage Account - GnuCash — x|
Fie Edit View Trapsaction Actions Business Reports  Jools  Windows  Hep
o Reoese | D@ (4 X & & &
i Accownts (@ Opening Balances & IBM g Savings | g IBM| i Brokerage Account
Date | Description ] | Tot e | Tat Sper | Bala X
| 05/06/05 [ IBM cash dividend | Income:Divigend Income:ABM [n | 1035 ] | 10.35
08/08/05 | 1BM cash dividend 10.35 20.70
Assets:investments: Brokerage Ac ABM |1
Assetsinvestment aunt |n 1035
Incarme:Divid Ing :ABM | n 10.35
11.‘96.‘95]I5Mcash dividend — Split Transaction — [n | 10.35 31.05 |
210514 n

Present: USD 31.05  Future:USD 31.05 Cleared: USD 0,00 Reconciled: USD 0.00  Projected Minimum: US0 31.05
I1BM cash dividend

An image of the Brokerage Account register after a series of cash dividends.
Note

If you want to track dividends on a per-stock basis, you would need to create an Income: Divi-
dends; STOCKSYMBOL account for each stock you own that pays dividends.

Dividends Re-Invested

If you receive the dividend in the form of an automatic reinvestment, the transaction for this should be
handled within the stock or mutual fund account as income from Income: Dividends for the appropriate
number of reinvested shares. This type of reinvest account is often referred to as a DRIP (Dividend Re-
Investment Program).

Asan example consider the following purchase of NSTAR (NST) stock with the dividends reinvested into
aDRIP Account. Mutual fund re-investments would be the same.

Starting with the purchase of 100 shares on Jan. 3, 2005, all dividendswill be reinvested and an account is
created to track the dividend to the specific stock. GnuCash simplifies the entry by allowing calculations
within the cells of the transaction. If the first dividend is $0.29/share, enter 53. 28 (purchase price +
dividend) in the share Price cell and 100* 0. 29 in the Buy cell. GnuCash will calculate for you the
corresponding number of Shares.

Figure 9.37. Example Of Dividend Reinvestment Transactions

= GuidelnvestExample.gnucash - NST - GnUCash
Hcose B ® + @ 4 Split e TE, y /4 ET)
& Accounts | @ NST

‘Date Num | Description Transfer R |Shares Price Buy Sell Balance |
01/03/05 Initial Purchase Equity:Opening Balances | n 100 52.99 5,299.00 100

‘ 01/06/05 Reinvested Dividend| Income:DRIPS:NST | n 0.5443 53.2794 29.00 100.5443
02/24/14 n 1

Shares: 100.5443 NST Current Value: $5,417.33
Reinvested Dividend

Animage of the NST Stock Account register after a dividend reinvestment.
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Return of Capital

This refers to a transaction where an investment returns capital to the investor and doesn't have any ac-
counting implications other than reducing the cost basis. The number of shares held is not changed.

A Return of Capital transaction can be entered in the stock register by entering the stock split with:

Shares 0
Price 0
Sdl Return of Capital value

The other side of the double entry would usually be a debit to the brokerage bank account.

Figure 9.38. Example Of Return Of Capital Transactions

TEST.gnucash - STOCK - GnuCash

File Edit View Trapsaction Actions Business Reports Tools Windows Help

Reose O & Q & IR
fm Accounts | @ STOCK =
| Actior | Memo Account R|Shares | Price [Buy |Sell
01/04/2016 Buy 100 shares @ $5.00 each 100 100 100
Buy Assets:Investments:Brokerage:STOCK |n 100 5|500.00
Assets:Current Assets:Bank | n 500.00
02/04/2016 | Return of capital \ [ ] 0] | \ | 100
Assets:Current Assets:Bank | n 100.00
‘ Assets:Investments:Brokerage:STOCK n| H 100|
1l
16/04/2016 ] | [ [ oo ] \ |

n 1

Shares: 100 STOCK Current Value: $500.00
Enter the number of shares bought or sold

An image of the Stock Account register after areturn of capital.
Note
It is not possible to use the Stock Split Assistant to do this type of transaction.
Tip
If you accidentally entered a non-zero price in the stock split, GnuCash may have created an

unwanted price database entry which could cause reports to be wrong. Check for and remove
such an unwanted entry from the price database using Tools - Price Database .

Splits and Mergers

Companies may split their stock for many reasons but the most common is that the price has risen higher
than management thinksisareasonable price for many investors. Some of these splitsare simpleexchanges
(for example, 2 for 1 or 3 for 2) and some are complex exchanges with cash distributions. Splits may also
result in fewer shares if the exchange rateis areverse split (1 for 3 or 0.75 for 1).
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Simple Stock Split

Asan example, our holding of NST stock declared a2 for 1 stock split effective June 6, 2005. The process
for entering this transaction is; select Actions - Stock Split to start the assistant.

Figure 9.39. Activation Of The" Stock Split” Assistant

L GaldeinvestExampte - N5T -

LGl Busieess Repons Tods Windows  Hels

(=] x [ Seheiod Tramsacions f B » 5 &
Sive Chese Duplic,  Closa Bosks. Blank Split Jusp  Schedue Tl Recencile
8 Accounts | 8 NST # Transfer, kT
& Beconsie..
DN Initial Py Stock Split.. 100
OLOGR006 Remvest Lot Viewer.. RIPsNST [ [ 58RI
[T Reimvest RIPENST |m 0515 SLEGM 216
(oo o oo 2 T 7 e e
[ Sgin Transacsen
Edin Exchange Rat
[ Schigde .
B Jump
Check & Repair

Reesel Wamings.

Rename Page [—‘

a_ |
‘Shares: 1010707 N5T  Cunoat

An image of the selection of the stock split assistant.

Thefirst screen isan Introduction, select Forward to display the selection of the account and stock for the
split. Y ou will need to create an entry for each Account: Stock combination you hold.

Figure 9.40. Selection Of A Stock Account In The“Stock Split” Assistant

Stock Account
Select the account for which you want to record a stock split or merger.
Account Symbol | Shares =
Assets:Investments:Brokerage Account:Stock:IBM IBM 51.7598
Assets:Investments:DRIPs:NST NST 101.0797
o ¥ -
lxgancelH & Back ]|§'¢Eurwardj

An image of the stock split assistant at step 2 - Selection of Account/Stock.
Select the Assets: | nvestments: DRIPs:NST and click on Forward.

The next screen presents 5 fields in the Stock Splits Details window:

Date

Enter the date of the split.
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Shares

The number of sharesincreased (or decreased) in the transaction. In this example, itisa 2 for 1 split
so the number of additiona shares is the number of shares currently in the register.

Description
The Description should give a brief explanation of the transaction.
New Price
If desired the new price of the stock, after the split, may be entered.
Currency
The currency of the transaction is required. This should be the same as the stock purchase currency.

Click on the Forward button.

Figure 9.41. Split DetailsIn The“ Stock Split” Assistant

[ Stock Split e

Stock Split Details

Enter the date and the number of shares you gained or
lost from the stock split or merger. For stock mergers
(negative splits) use a negative value for the share
distribution. You can also enter a description of the
transaction, or accept the default one.

Date: I 06/06/2005 IEJ

Shares: 1010797

Description: [ NST 2:1 Stock Split ]

If you want to record a stock price for the split, enter
it below. You may safely leave it blank.

New Price: [

Currency: |USD (US Dollar) |~}

X Cancel l l @ Back l [iiEorwardI

An image of the stock split assistant at step 3 - Split Details.

The next screen will be skipped in this example as therewas no “Cash in Lieu”.
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Figure9.42. “Cash In Lieu” In The“Stock Split” Assistant

Stock Split

Cash In Lieu

If you received a cash disbursement as a result of
the stock split, enter the details of that payment
here. Otherwise, just click ‘Forward’.

Amount: [| ]

Memao: ICashIn Lieu ]

Income Account Asset Account
< ft Income - fm Assets
= fm@ Bank ABC < @ Bank ABC
= fm Interest D
@ CD f Saving
@ Savings < f& Investments
< fm Brokerage Account fmt Brokerage Account
fm Cap Gain{Long) fm DRIPs
fmh Dividends @t Orphan-USD
Q Interest
= @ DRIPs
fm NST

| XCancel | | qaBack | [»Eomardl

An image of the stock split assistant at step 4 - Cashin Lieu.

A final Finish screen will give a last option to; Cancel, Back to modify any data entered or Apply to
complete the stock split with the data entered.

Figure 9.43. The NST Account After A Simple Stock Split

5 “E T e xampl eGPl - HET
Eile Edt View Trgsaction Actiors Business Beposs Took Wiedows Help

=] x B @ * X b ® B
Sawe  Clme  Dupicme Dcele  Emer  Cancel  Blank Jump  Schedde  Transter Reconcile

4 Accouncs| B N5T Advanced Portfolo

Income: DRIPSNST | n
Income: DRIPSNST | n |

29.16 1000797
1000797 202158

Selt vets invesiments DRIFS ST | n | 1610707

Shases: 202.1504 NST  Cument Value: $5.61357
21 Stnck Sk |

An image of the Assets. | nvestments: DRIPs:NST register after a simple stock split transaction.

Moderately Complex Stock Merger

As an example, assume you held AT& T stock during the Nov. 18, 2005 merger of SBC with AT&T. For
this example you will have purchased AT& T on April 1, 2005, any dividends will have been paid in cash,
therefore not entered into the AT& T stock register.

The conditions of the merger were 0.77942 share of SBC stock were exchanged for each share of AT& T
stock. The merged company continued to use the symbol “T” from AT&T.

AT&T paid a“dividend” of $1.20/share on the transaction date, however thiswill not appear in the stock
account as it was a cash distribution.
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The process for entering this transaction is identical to the simple split until the “Details’ screen. You
will need to create an split entry in each Investment Account: Stock account combination that has shares

splitting.

Figure 9.44. Selection Of A Stock Account In The “Stock Split” Assistant—
Moder ate

_ Select the account for which you want to record a stock split or merger.
Account Symbol  Shares =
Assets:Investments: Brokerage Account:Stock:IBM 1EM 51.7598
Assets:Investments:Brokerage Account:Stock:T T 100
Assets:Investments:DRIPs:NST NST 202.1594

[« »'II

| xgancell I @ Back l I_iﬁEonuard:

An image of the stock split assistant at step 2 - Selection of Account/Stock (Investment Account: T).
Select the Assets: I nvestments: Brokerage Account: Sock: T and click on Forward.
The next screen presents 5 fields in the Stock Splits Details window:
Date
Enter the date of the split. Here we'll enter November 18, 2005.
Shares

The number of shares increased (or decreased) in the transaction. In this example it isa0.77942 for
1 split so the number of shares will decrease from the number of shares currently in the register.
Y ou may use GnuCash’s ability to perform calculations on an entry form by entering data directly (
0. 77942*100 # 100) to calculate the decrease in shares from the split.

Description

The Description should give a brief explanation of the transaction.
New Price

If desired the new price of the stock, after the split, may be entered.
Currency

The currency of the transaction is required. This should be the same as the stock purchase currency.

169



Investments

Click on the Forward button.

Figure 9.45. Split DetailsIn The “ Stock Split” Assistant—M oder ate

Stock Split

Stock Split Details

Enter the date and the number of shares you gained or
lost from the stock split or merger. For stock mergers
(negative splits) use a negative value for the share
distribution. You can also enter a description of the
transaction, or accept the default one.

Date: (111182005 -]

Shares: | (779421001100

Description: | SBC / AT&T merger

If you want to record a stock price for the split, enter
it below. You may safely leave it blank.

New Price: [24.38 J

Currency:  [USD (US Dollan -]

¥ Cancel l l @ Back l [#Eomardl

An image of the stock split assistant at step 3 - Split Details.
The next screen will be skipped in this example as there was no “Cash in Lieu”.

A final “Finish” screen will give alast option to Back to modify any data entered or Apply to complete
the stock split with the data entered.

Figure 9.46. The T Account After A Moderate Stock Split

< "Gl SefrvestExamp lesplll =T
Ele Ede Yiew Tragsaction Acions Gusiness Bepors ook Windows el

8 x © ® +» x 2|

H| * & » @
Save Closa Duglc e Debate Emer Cancel Elank L Spit Jump S hindule Transfer Reconcile

Shares: 77,912 T_ Cumert Value: $1,500.23
Assetzimesmeres:| Brokerage Account Stock:T [ |

An image of the Investment Account: T register after a stock split transaction that decreases the shares.
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Chapter 10. Reports

GnuCash is a powerful double entry accounting software package that allows users to enter and track
their money in a reliable manner. However, putting this information into GnuCash is only a part of the
process. To betruly helpful, you need to be able to extract thisinformation in meaningful ways. GnuCash's
reporting features allow you to just that.

GnuCash's reporting features allow you to display nearly any group of transactions in a wide variety of
formats. This makes it easy to answer questions about your finances, such as “How much did | spend on
groceries last month?’ or “How much did | earn in the previous six months?’

GnuCash includes a number of common report types, which can be modified to meet your specific needs.

If these common reports are insufficient, it is possible to modify or even write your own custom reports
(although thisis not recommended for beginners).

Overview

There are many standard reports pre-built in GnuCash, all available from the Reports pulldown menu in
the main account window.

When you select areport from the list of reports, that report isfirst run with its default settings. Once you
have opened the report, you can modify its parameters by clicking on the Options button on the toolbar.

Under Options, you will seethedifferent settingsthat you can changefor each report. Notethat for different
reports, the options will be different.

Saved Reports Configurations Concepts

Once you have modified areport to meet your needs, you may wish to save that report for reuse at alater
point. GhuCash alows custom reports to be saved, using the Save Report Configuration command.

Procedure 10.1. Save a report configuration
1. Go to the Reports Menu and choose the desired report.
2. Change the settings on the report until it includes what is needed.

3. Go to the Generd tab of the report's options and change the Report Name to something meaningful
(Do not confuse this with the Report Title.)

4. Apply the changes and close the dial og.
5. Click the Save Report Configuration or Save Report Configuration As... button.
Thiswill store the report optionsin afilein your home directory.

Thefirst time you save a report with a name that has not already been saved, you can use either the Save
Report Configuration or the Save Report Configuration As... button. You can modify the report name
before saving it.

Onceareport hasbeen saved with the current name, the Save Report Configuration button will immediately
update the saved report configuration. Use the Save Report Configuration As... button to save the current
report configuration with a new name.
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Saved report configurations are available for use under the Reports - Saved Report Configurations entry.
They will also be available for use on multicolumn reports.

Saved report configurations can be deleted in the Saved Report Configurations dialog by clicking the
trashcan icon.

To edit saved report configurations, open the report via Reports - Saved Report Configurations, edit and
apply the new options, and click Save Report Configuration.

Standard Reports Overview

The standard reports that are included in GnuCash are presented in this section. For each report, a short
description is given, which explains what the report isintended to show and its primary purpose. We begin
with adescription of the Transaction Report, which isan all-purpose report with many features and settings
that allow sophisticated examination of the datain afile.

Transaction Report

The Transaction Report is a fundamental report that allows users to retrieve a wide variety of useful in-
formation from the financial records. The report includes many features that allow powerful and flexible
reporting from the single basic report.

» Debit and Credit subtotals can be displayed, and within agrouping section, if debit totals > credit totals,
the group subtotal will be displayed in the debit column.

» Multiple data columns enable display of transaction amounts in report currency and original currency
in separate columns.

» Additional sortkeyse.g. sort by reconcile status (unreconciled -> cleared -> reconciled), sort by weeks,
alow additional views into the financia records.

 Full text filter enabled for description, notes and memo, and for account full names. This allows easier
selection of source account names and tailored reporting. Filters can optionally use full POSIX regular
expressions.

* Indenting of columns will indent the report columns for easier understanding of grouping and sorting.
(Thisis now enabled by default for GnuCash 3.0 onwards)

 Subtotal tableisuseful to understand the relationship in the data. This feature compiles the primary and
secondary subtotals into a table view, alowing additional insight into financia records, e.g. account
subtotalsin different time series.

For further ideas on how to use the Transaction Report to produce common reports, see Using the Trans-
action Report.

Assets & Liabilities Group
Reportsin this group provide general information about assets and liabilities.

Advanced Portfolio

The Advanced Portfolio produces areport on commodity accounts (stock and mutual fund type accounts)
using price information stored in the GnuCash price database and within the GnuCash transaction data. If

172



Reports

you do not have stock price information in your file, the report will indicate an error. This report includes
extended information about commaodity holdings, including information about the basis, gain, and return
of individual commodities.

Advanced Portfolio Capital Gains

The Advanced Portfolio report doesn’t use the capital gain splits to calculate capital gains. It calculates
the gains from the various buy and sell transactions in the account without regard to whether the gains
and losses are recorded or not. Any realized gain splits are ignored. Realized gain splits are recognized as
two splits, one in the stock’ s account with a zero number of shares and a non-zero value, the other in an
income or expense account with a value that is the negative of the split in the stock account. These two
splits can be in a separate transaction (as created by scrubbing) or in the same transaction as the sale (this
will causeincorrect future scrubbing). Theincome or expense split can be split into multiple splits, say for
taxable/non-taxable or short/long term gains, without affecting this report.

Asset Barchart
The Asset Barchart presents the value of assets on amonthly basisin barchart form. By default, the report
displays the eight largest accounts that have specific asset types assigned to them, and it displays bars for
the current financial period.

Severa settings on this report can greatly affect the information included.

* OntheAccountstab, the " Show Accountsuntil level" option changes how the report aggregates account
totals. Change this value to see information at deeper levels of the account structure.

» Onthe Display tab, the "Maximum Bars" option will display more barsin the chart, allowing informa-
tion for more accounts to display. Additionally, the "Show table" option enables the display of chart
information in tabular form below the chart.

» On the Genera tab, the "Price Source" option can significantly affect the reported value of various
commodities included in the report.

Asset Piechart
The Asset Piechart presents the value of assets on a monthly basisin piechart form. By default, the report
shows the seven largest accounts, that have specific asset types assigned to them, arranged in descending
order by value as of the end of the current accounting period.

Several settings on this report can greatly affect the information included.

» OntheAccountstab, the"Show Accountsuntil level" option changes how the report aggregates account
totals. Change this value to see information at deeper levels of the account structure.

» On the Display tab, the "Maximum Slices" option will display more slices in the chart, allowing infor-
mation for more accounts to display.

* On the Genera tab, the "Price Source”" option can significantly affect the reported value of various
commodities included in the report.

Average Balance

The Average Balance report displays monthly averages for the current accounting period.
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Balance Sheet

The Balance Sheet lists Asset, Liability, and Equity account balances for all such accounts, and provides
totals as of a given date. Balance sheets are commonly run for the last day of each fiscal year to give an
overall sense of the financial condition of the entity.

General Journal

The General Journal produces a register of all transactions (beginning to end) in order by date, showing
the accounts and the amounts involved, and totals the Net Change by all currencies and assets.

This report is not customizable by date or account, though you can include more or fewer details about
the individual transactions, and whether to include running balances and totals for the credits and debits.
If you need areport restricted to particular accounts, consider the Transaction Report or open a particular
account and choose the Account Transaction Report.

General Ledger

The General Ledger produces information about all transactions for a selected set of accounts. When first
run, this report loads no data, and the report options must be changed to retrieve information from the file.
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invesiment LOTS, US/U//0U 10 c4/lllfed

Account Lot Gain
03/07/20 to 24/11/

£1,200.00
$1,000.00
$800.00
% $600.00
<l
$£400.00
$200.00
£0.00
ST Realized Gain LT Realized Gain STU
Broker:RIO
End price: $180.00 on 08/10/22
Lot Title Opened Closed Bought Bought Bought Sold Sold So
Amount Value Average Splits Amount
(Basis) Price
Lot 1 01/02/22 04/02/22 10 RIO 51,000.00 $100.00 2 10RIO !
Lot O 02/02/22 12 RIO 51,440.00 $120.00 1 6 RIO
Account Lots Total 22 RIO $2,440.00 $110.91 3 16 RIO %1,

Warning: 5 split(s) are not assigned to a lot. Do lots need to be scrubbed?

Bought Sold So
Value Splits
(Basis)

Grand Total $2,440.00 3 $1,
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The Investment Lots report shows details about lots in a selected set of accounts of type Sock or Mutual
Fund (see the section called “ Selling Shares with Automatic Calculation of Capital Gain or Loss Using
Lots”). It includes an optional capital gains summary chart and a table with columns for dates, purchases,
sales, end balances, capital gains (realized and unrealized, short term and long term), and return on invest-
ment (ROI). It also performs optional lot validation checks.

The report can help answer questions such as:
» Which lots are best candidates for tax |oss/gain harvesting?

» What capital gains have been realized for aparticular time period (i.e. thisyear, last year, etc)? Are they
long term or short term gains?

* Which lots held longer than 1+ years have the largest unrealized gains, and would therefore be most
advantageous (tax-wise) if donated to charity?

» Arethelots (and related accounts and splits) well-formed?

For more details, see the Investment Lots [https://www.gnucash.org/docs/vhone/C/gnucash-manual /re-
port-classes.html#investment-lots-report] report documentation in the Manual.

Investment Portfolio

The Investment Portfolio produces areport of commodity accounts (that is, accounts with type " Stock™ or
"Mutual Fund"), giving holdings, price and value information about commoditiesin the file.

Liability Barchart

The Liability Barchart presents the value of liabilities on amonthly basisin barchart form. By default, the
report displays the eight largest accounts that have specific asset types assigned to them, and it displays
bars for the current financial period.

Several settings on this report can greatly affect the information included.

» OntheAccountstab, the" Show Accountsuntil level" option changes how the report aggregates account
totals. Change this value to see information at deeper levels of the account structure.

* On the Display tab, the "Maximum Bars" option will display more barsin the chart, allowing informa-
tion for more accounts to display. Additionally, the "Show table" option enables the display of chart
information in tabular form below the chart.

» On the Genera tab, the "Price Source" option can significantly affect the reported value of various
commodities included in the report.

Liability Piechart

The Liability Piechart presents the value of liabilities on a monthly basis in piechart form. By defaullt,
the report shows the seven largest accounts, that have specific asset types assigned to them, arranged in
descending order by value as of the end of the current accounting period.

Severa settings on this report can greatly affect the information included.

* OntheAccountstab, the" Show Accountsuntil level" option changes how the report aggregates account
totals. Change this value to see information at deeper levels of the account structure.

* On the Display tab, the "Maximum Slices" option will display more slices in the chart, allowing infor-
mation for more accounts to display.
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» On the Genera tab, the "Price Source" option can significantly affect the reported value of various
commodities included in the report.

Net Worth Barchart
The Net Worth Barchart summarizes Asset accounts, Liability accounts, and overall Net Worth as bars

on a graph on a monthly basis for the current financial period. This report provides a graphic overview
of thefile over time.

Net Worth Linechart

The Net Worth Linechart summarizes Asset accounts, Liability accounts, and overall Net Worth asaline
graph on amonthly basis for the current financial period. This report provides a graphic overview of the
file over time.

Price Scatterplot

The Price Scatterplot displays the value of one commaodity relative to another commaodity, for example
the value of astock relative to a currency. When first run, this report loads no data, and the report options
must be changed to retrieve information from the file. Specifically, the "Price of Commodity" setting on
the Price options tab must be changed to a specific commodity.

Budget Group

Budget reports in GnuCash allow you to gather summary information related to budgets you may have
created. In order for these reports to work, you must first create a budget. The reports in this group are
specifically based on budget information. To usethesereports, you need to have abudget savedinyour file.

Budget Balance Sheet

Budget Barchart

Budget Flow

Budget Income Statement

Budget Profit & Loss

Budget Report

Business Group

Reportsin this group provide general information about activities related to a business.

Customer Report
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Customer Summary

Customer Summary is a customer profit report that can help with job analysis by comparing the income
and expenses for a specific customer.

All invoices have an Owner in GnuCash, so invoices that are made will show a customer and show in the
report. When creating aBill, the Default Chargeback Customer isblank. To use the profit report, thisfield
needs an entry, since this is the tag that decides the line to which to attach the expense. Left blank, the
bill will be assigned to "No Customer." Similarly, when incomeis entered directly in aregister rather than
creating an invoice, it will also be assigned to "No Customer."

Thus, if this report includes an entry for "No Customer", this means that the report may be inaccurate, as
the results are not al properly labeled.

Possible use scenarios include:

» Tracking retail sales from different cities

 Tracking rental properties

» Tracking types of business

 Tracking commission sales

Each of these scenarios assumes that the account structure includes breakdowns for individual tracked
categories. Changing settings on the Income and Expense tabs under Options can hone the information
displayed. By default all income and expense accounts are included; however, since GnuCash can't really
predict the names and classification of income and expense accounts, it must group them all into the "No
Customer"” entry.

Note that inventory-based businesses won't benefit from this report because of its nature.

Useful options:

» The Expense Accounts tab allows the selection of one or more expense accounts.

» The Income Accounts tab allows the selection of one or more income accounts.

» The Display tab allows sorting by name, profit percentage, or amount of profit.

Easy Invoice
Employee Report
Fancy Invoice
Payable Aging

Printable Invoice
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Receivable Aging

Thisreport provides alisting of all customers, their current balance, and how much they have outstanding
from invoices over different time periods& mdash;how much they owe from 0-30 days, from 31-60 days,
from 61-90 days, and over 90 days. The report also contains links to each customer and to their current
customer report.

Vendor Report

Income and Expense Group

Reportsin this group provide information about Income and Expense
Cash Flow

This report shows the change in value for a set of accounts (the flow of cash) over agiven period of time.
By default, thisreport isbased on accountsin Assetsand Special Accounts, and coversthe current financial
period. The report enumerates all money coming in to and going out of the base accounts, broken down
by the other account.

Equity Statement

This report can be seen as extension of the Balance Sheet report. The Balance Sheet states the balance
of Assets, Liabilities and Equity at a specific point of time. The Equity Statement focuses on the Equity
Accounts by showing the cash flow to and from them for a given period of time.

By balancing this cash flow with income, the report shows the available capital at the beginning and end
of the selected time period.

Expense Barchart

The Expense Barchart presents the value of expenses on amonthly basisin barchart form. By default, the
report displaysthe eight largest accounts that have specific expense types assigned to them, and it displays
bars for the current financial period.

Several settings on this report can greatly affect the information included.

» OntheAccountstab, the"Show Accountsuntil level" option changes how the report aggregates account
totals. Change this value to see information at deeper levels of the account structure.

e On the Display tab, the "Maximum Bars" option will display more barsin the chart, allowing informa-
tion for more accounts to display. Additionally, the "Show table" option enables the display of chart
information in tabular form below the chart.

» On the Genera tab, the "Price Source" option can significantly affect the reported value of various
commoditiesincluded in the report.

Expense Piechart

The Expense Piechart presents the value of expenses on amonthly basis in piechart form. By default, the
report shows the seven largest accounts, that have specific expense types assigned to them, arranged in
descending order by value as of the end of the current accounting period.

Several settings on this report can greatly affect the information included.
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* OntheAccountstab, the"Show Accountsuntil level" option changes how the report aggregates account
totals. Change this value to see information at deeper levels of the account structure.

» Onthe Display tab, the "Maximum Slices" option will display more slicesin the chart, allowing infor-
mation for more accounts to display.

» On the Generd tab, the "Price Source" option can significantly affect the reported value of various
commodities included in the report.

Expenses vs. Day of Week

Expensesvs. Day of Week presents a pie chart showing the totals for selected expense accounts totaled by
the day of the week of the transaction. The report options enable you to make some adjustments (such as
accounts, display options, and the date range) but the account selector only allows expense accounts to be
chosen. The report aggregates expense transactions by day of week, not by any other period or category.
Dueto these limitations, the report may be considered a demonstration or an example to someone wanting
to examine the source code for composing a useful custom report.

Income Barchart

The Income Barchart presents the value of income on a monthly basis in barchart form. By default, the
report displays the eight largest accounts that have specific income types assigned to them, and it displays
bars for the current financial period.

Several settings on this report can greatly affect the information included.

» OntheAccountstab, the"Show Accountsuntil level" option changes how the report aggregates account
totals. Change this value to see information at deeper levels of the account structure.

* On the Display tab, the "Maximum Bars" option will display more barsin the chart, allowing informa-
tion for more accounts to display. Additionally, the "Show table" option enables the display of chart
information in tabular form below the chart.

* On the Genera tab, the "Price Source" option can significantly affect the reported value of various
commodities included in the report.

Income & Expense Chart

Income Piechart

The Income Piechart presents the value of income on a monthly basis in piechart form. By default, the
report shows the seven largest accounts, that have specific income types assigned to them, arranged in
descending order by value as of the end of the current accounting period.

Several settings on this report can greatly affect the information included.

* OntheAccountstab, the" Show Accountsuntil level" option changes how the report aggregates account
totals. Change this value to see information at deeper levels of the account structure.

» Onthe Display tab, the "Maximum Slices" option will display more dlicesin the chart, alowing infor-
mation for more accounts to display.

* On the Genera tab, the "Price Source" option can significantly affect the reported value of various
commodities included in the report.
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Income Statement

Thisreport lists Income and Expense account totals for a set period. By default, it shows all Expense and
Income accounts down to 3 levels of sub-accounts for the current financial period.

An Income Statement is also called a"Profit and Loss" report or "Revenue Statement.”

In earlier versions of GnuCash, this report was called "Profit & Loss," but with version 2, the report was
renamed "Income Statement” to use more common accounting terminology.

The Income Statement helps show where money is coming from and where it is going for a given time
period.

Income vs. Day of Week

Income vs. Day of Week presents a piechart showing the totals for selected income accounts totaled by
the day of the week of the transaction. The report options enable you to make some adjustments (such as
accounts, display options, and the date range) but the account selector only allows income accounts to be
chosen. The report aggregates income transactions by day of week, not by any other period or category.
Dueto these limitations, the report may be considered a demonstration or an example to someone wanting
to examine the source code for composing a useful custom report.

Trial Balance

Trial Balanceliststhe ending balancesin all accounts as of aparticular date. Itistypically run at the end of
an accounting period and is primarily used to ensure that the total of all debits equalsthetotal of all credits.

Income and GST Statement

The Income and GST Statement is a specialised Transaction Report designed to print Business-related
Sales and Receipts, aswell astheir GST or VAT components. Thisreport isdesigned for usein Australia,
but isalso usablein any jurisdictionsimplementing val ue-added taxes (or goods and servicestaxes) during
regular business sales and receipts; and the business owner is expected to submit periodic reports of total
sales, purchases, and taxes collected on sales from clients or paid to a supplier.

This report makes some assumptions upon the accounts used for sales, purchases, and taxes collected on
sales, and paid on purchases.

» Net Sales must be an Income-type account

» Net Purchases must be an Expense-type account

» GST/VAT on Sales must be a Liability-type account

e GST/VAT on Purchases must be an Asset-type account

* There may be multiple GST accounts, e.g. reduced GST, standard GST etc. The GST accounts can be
printed individually, or summarised for sales and purchases.

» There may be multiple sales and expenses accounts, e.g. Income:Sales, |ncome: Grants, Expenses. Sup-
pliers, Expenses:Marketing, Expenses.| nsurance. These amounts may be reported individualy, or sum-
marised for sales and purchases.

 The transactions may be entered manually as a multi-split transaction, or they may be entered via the
Business Invoices and Bills tools.
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Asan example, consider a business has the following transactions: It incurs sales of $1,000 plus 5% GST,
receiving $1,050. It also incurs GST-exempt sales of $600. It purchases goods/services worth $400 plus
5% = $420. The following transactions will record the business activities:

Table 10.1. Sample Chart of Accountsfor Income and GST Statement

Date Description Account Debit Credit
01/01/2018 Sales $1,000 + 5%|Income:Sales $1,000
GsT GST on Sales[Lia- $50
bility]
Asset:Bank $1,050
02/01/2018 GST-Free  Sales|Income:Sales $600
$600 Asset:Bank $600
03/01/2018 Purchase $400 +|Expenses.Purchas- $400
5% GST es
Asset:Bank $420
GST on Purchases $20
[Asset]

For the Income and GST Statement, the Account s selected will be the Income and Expense Accounts,
andtheTax account s are used to select the GST accounts. The GST period is selected viathe General
tab. The resulting report is shown as follows:

Table 10.2. Income and GST Statement

Date Descrip- | Total Sales| Net Sales Taxon| Total Pur-| Net Pur- Tax on
tion Sales chases chases| Purchases
01/01/2018 |Sales $1,050 $1,000 $50
$1,000 +
5%
02/01/2018 |GST-Free $600 $600
Sales $600
03/01/2018 |Purchase $420 $400 $20
$400 + 5%
GST
Totas $1,650 $1,600 $50 $420 $400 $20

Thisreport would indicatethat therewasatotal of $50 GST collected, and $20 GST on purchases, therefore
a$30 GST liahility is payable to the authorities.

Sample & Custom Group

The reports in this group offer examples on how reports can be customized or modified to suit personal
need.

Custom Multicolumn Report

Thisreport provides a base that allows several standard and custom reports to be combined into one view.
Note that this report opens with an empty window; you must open the options and designate which reports
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to include for display. Once the reports have been selected, the settings for individual reports in the mul-
ticolumn display can be edited.

Sample Report with Examples

Thisisasample report that users can examine to learn how to write their own reports.

Welcome Sample Report

Thisreport demonstrates how the Multicolumn Report can be use to create custom dashboard-type reports.

Other Reports

Several reports are included on the main Reports menu. These are described below.

Account Summary

Thislists the balances of all accounts and subaccounts as of a particular date. By default, this report shows
accounts and totals down to third-level subaccounts.

This report gives effectively the same information as the Chart of Accounts. Y ou can use this report to
export and print the Chart of Accounts.

Note

To generate areport of account totals over a particular time period (especially if you do not close
your books at regular intervals), you might consider using the Income Statement, or Cash Flow
reports.

Balance Forecast

This creates a balance chart which aims to track asset (or any other account type) balances, including
amounts from future scheduled transactions. The balances will include all regular booked amounts and
future amounts from numeric schedul ed transaction templates.

This report can also add additional data charts to forecast future minimum balances. Reserve line can be
displayed to confirm if future minimum will dip below the reserve amount. A target line may aso be
displayed above the reserve line for financial planning.

Future Scheduled Transactions Summary

Tax Report & TXF Export

Generates a report and a downloadable .txf file of taxable income and deductible expenses for a particu-
lar accounting period. To download the report data, choose the Export button on the toolbar and choose
between html and .txf downloadable versions.

To use this report, you must use Edit --> Tax Options to identify which form the taxing authority uses
for each income or expense account. Note that you can see but not modify the "Tax related" checkbox
in Edit --> Edit Account.
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Saved Report Configurations

Selecting this will open a dialog with a list of available Saved Report Configurations. "Saved Report
Configurations' means sets of customized settings for standard reports.

These sets must be saved by the user before they appear here. See Report Concepts above for instructions
on how to save report configurations.

Account Report

The Account Report menu entry only appears when an account register is the active tab. This report pro-
duces alist of al transactionsin the open register.

Note that if you conduct a search that retrieves several transactions, the results are displayed in a new
search register, which can then be used to create areport for just those transactions.

Account Transaction Report

This report also only appears when an account register is the active tab. However, this report only lists
transactions that have been selected (e.g. by mouse click) in the current register. If no transactions are
selected, an empty report will be generated.

Using the Transaction Report

The Transaction Report can be heavily customised to produce most reports appropriate for personal finance
and business bookkeeping purposes. It aimsto retrieve and filter information from the database, and present
transactions and totals, useful for the user and the accountant.

The following guide to the Transaction Report will assume the user has set up the chart of accounts ac-
cording to conventional bookkeeping practice. For example, the following describes a typical household
book with skeleton accounts. Further accounts will undoubtedly be necessary.

Table 10.3. Sample Chart of Accountsfor the Transaction Report

Account Name Account Type

Asset ASSET (placeholder)
Asset:Bank BANK

Asset:Property ASSET

Liability LIABILITY (placeholder)
Liability:Credit Card CREDIT CARD
Liability:Home Loan LIABILITY

Income INCOME (placeholder)
Income:Salary INCOME
Income:Interest INCOME

Expense EXPENSE (placehol der)
Expense:Groceries EXPENSE
Expense:Auto EXPENSE
Expense:Medical EXPENSE

Equity EQUITY (placeholder)
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Account Name Account Type
Equity:Opening Balances EQUITY

Conventionally, the oldest transaction would be equity transfers from Equity:Opening Balances to Asset
and Liability Accounts. Most subseguent transactions would be transfers from Income/Expense accounts
to Assets/Liability accounts (representing day-to-day activity e.g. receiving salary, paying utility bill), or
transfers between assets and liability accounts (representing movements between loans and assets, e.g.
paying credit card bill, receiving aloan).

The following use cases will beillustrated, and the options to be selected explained:

Using the Transaction Report to show previous year expenses

The Transaction Report can show how much was spent on expense accounts last year. This will usually
be the most useful basic transaction report format. To create this report:

1. Open the report options, from the Accounts tab, click the Expense placeholder account and Select
Children.

2. From the General tab, Choose relative dates “ Start of Previous Year” and “End of Previous Year”.
3. From the Sorting tab, set Primary Key to Accounts, and enable Primary Key Subtotal.

4. Set the Secondary Key to Date, and set the Secondary Key Subtotal to None.

Secondary level grouping

The following will modify the above Transaction Report to use a secondary grouping strategy. The first
grouping (i.e. Primary Key = Accounts, Subtotal = enabled) will group transactions from the same ac-
counts, whereas the secondary grouping (i.e. Secondary Key = Date, Subtotal = Monthly) will also calcu-
late monthly sums within each account.

1. Select options as above

2. From the Sorting tab, set Secondary Key Subtotal to Monthly

Using secondary grouping for periodic comparison

TheDisplay / Subtotal Table addsasubtotal summary table, which will ease comparison of accountsacross
date periods. This displays the same subtotal calculations as the main table, presented in a grid structure.

In addition, if there are multiple primary-key groups (e.g. Date grouping with monthly subtotals, across
multiple months) the subtotal table will also compute and display the primary-key grouping Average. The
average is computed as the total amount per row, divided by the number of columns. This may cause
confusion when computing monthly spend averages, for instance, if amonth has no transactions and is not
displayed in thetable, it will not create a corresponding column in the table, therefore the average amount
will not reflect atrue monthly average.

1. Select options as above

2. From the Display tab, enable the Subtotal Table.

Use filtering to limit accounts and transactions

Accounts and transactions can be filtered for reporting according to account full name (e.g. ":Business."
will select account structure Income:Business.Sales, Income:Business.Grants, Expenses:Business;Rent,
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Expenses:Business; Utilities) or transaction description/notes/memo (sel ect transactions tagged #gift). The
filtering text may be either a standard string, or a POSIX regular expression.

1. From the Filter tab, complete the Account Name Filter, or Transaction Filter. Optionally toggle the
regular expression check boxes to toggle full POSIX regex matching. Regular expressions will alow
more complex queriese.g. thetransaction filter can be set to (#giftf#travel) which will filter transactions
with either #gift or #travel. They can be complicated and are best learned from external guides.

Using the Transaction Report to generate a reconciliation state-

ment.

This sortkey 'reconcile status will separate reconciled, cleared and unreconciled transactions. This report
may be useful in producing a printable reconciliation report.

Alternatively, the Reconciliation Report will preset these defaults and requires only the Accounts selection.
1. From the Accountstab, select the relevant bank or credit card account
2. From the General tab, choose an appropriate date range e.g. past 3 months

3. From the Sorting tab, set the Primary Key to Reconcile Status, Primary Key Subtotal to enabled, and
set the Secondary Key to Date. The Secondary Date Subtotal is left to None

186



Chapter 11. Capital Gains

This chapter will present some of the techniques used to keep track of the unrealized and realized gains
and losses, better known as capital gains and losses.

Basic Concepts

This chapter will present some of the techniques used to keep track of the unrealized and realized gains
and losses, better known as capital gains and losses.

Certain resellable assets can change value over time, such as stocks, bonds, houses, or cars. Some assets
could increase in value, some could decrease in value. It is important to be able to track some of these
time-dependent asset valuations, this chapter will show you how.

Probably everything you own will increase or decrease in value over time. So, the question is for which
of these assets should you track this changing value? The simple answer isthat you only need to track this
for items which could be sold for cash in the future or which relate to taxation.

Consumable and disposable items (for example, food, gas for your car, or printer paper) are obviously
not involved. Thus, even though the new clothes you recently bought will certainly depreciate, you would
not want to track this depreciation since you have no intention of reselling the clothes and there is no tax
implications to the depreciation on clothing. So, for this example, the purchase of new clothes should be
recorded as a pure expense... you spent the money, and it is gone.

Asset appreciation occurs when something you own increases in value over time. When you own an asset
which has increased in value, the difference between the original purchase price and the new value is
known as unrealized gains. When you sell the asset, the profit you earn is known as realized gains or
capital gains. An example of an asset from which you could have unrealized gains, and eventually capital
gains, is stock in apublicly traded company.

Estimating Valuation

As mentioned in the introduction to this chapter, capital gains are the profits received from the sale of an
asset. This section will describe how to record capital gainsin GnuCash.

The accounting methods for handling asset appreciation differs somewhat from depreciation because typ-
ically you are only concerned with the moment you sell the asset and realize the capital gains. Thisis
opposed to the continuous nature of tracking depreciation. Capital gains are an important subject in the
world of taxation, because governments tend to be quite interested in taxing capital gainsin one manner
or another.

Note

As aways, there are exceptions. If you hold a bond that pays all of its interest at maturity, tax
authorities often require that you recognize interest each year, and refuse this to be treated as a
capital gain. Consult the appropriate tax codes to determine the preferred treatment for each type
of asset you have which may be affected by capital gains taxes.

Estimating the increasing value of assets is generally not smple, because often it is difficult to know its
exact value until the moment it is sold.

Securities traded daily on open markets such as stock exchanges are possibly the easiest type of asset
to predict the value of, and selling the asset at market prices may be as simple as calling a broker and
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issuing a Market Order. On the other hand, estimating the value of a house is more difficult. Homes are
sold less often than stocks, and the sales tend to involve expending considerable effort and negotiations,
which means that estimates are likely to be less precise. Similarly, selling a used automobile involves a
negotiation process that makes pricing a bit less predictable.

Vaues of collectible objects such as jewelry, works of art, baseball cards, and “Beanie Babies’ are even
harder to estimate. The markets for such objects are much less open than the securities markets and less
open than the housing market. Worse still are one-of-a-kind assets. Factories often contain presses and
dies customized to build a very specific product that cost tens or hundreds of thousands of dollars; this
equipment may be worthless outside of that very specific context. In such cases, severa conflicting values
might be attached to the asset, none of them unambiguously correct.

The general rule of thumb in accounting for estimating unrealized gains (or loses) is that you should only
reval ue assets such as stocks which are readily sellable and for which there are very good estimates of the
value. For al other assets, it is better to simply wait until you sell them, at which time you can exactly
determine the capital gains. Of course, thereis no hard rule on this, and in fact different accountants may
prefer to do this differently.

Account Setup

I mportant

In the next few sections, unrealized gain accounts are created, and the estimated unrealized gain
transactions are recorded there in order for usersto understand unrealized gain easily. However,
it is not necessary to record unrealized gains unless large corporations like which adopt IFRSin
actual accounting. The small enterprise users, who are using GnuCash, should not record unreal-
ized gains. Record into GnuCash only when realized gains are fixed.

As with most accounting practices, there are a number of different ways to setup capital gains accounts.
We will present here a general method which should be flexible enough to handle most situations. The
first account you will need is an asset Cost account (GnuCash account type Asset), which issimply aplace
where you record the original purchase of the asset. Usually this purchase is accomplished by atransaction
from your bank account.

In order to keep track of the appreciation of the asset, you will need three accounts. Thefirstisan Unre-
alized Gains asset account in which to collect the sum of all of the appreciation amounts. The Unrealized
Gains asset account is balanced by aUnrealized Gainsincome account, in which all periodic appreciation
income is recorded. Finally, another income account is necessary, called a Realized Gains in which you
record the actual capital gains upon selling the asset.

Below is a generic account hierarchy for tracking the appreciation of 2 assets, ITEM1 and ITEM2. The
Assets: Fixed Assets:ITEM1:Cost accounts are balanced by the Assets: Current Assets: Savings account,
the Assets: Fixed Assets: I TEM1: Unrealized Gains accounts are balanced by the Income: Unrealized Gains
account (similar for ITEM2).

- Asset s
-Current Assets
- Savi ngs
-Fi xed Assets
-1 TEML
- Cost
-Unrealized Gins
-1 TEMR
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- Cost
-Unrealized Gains
-l ncone
-Real i zed Gains
-Unrealized Gains

Example

Let’ s suppose you buy an asset expected to increase in value, say a Degas painting, and want to track this.
(The insurance company will care about this, even if nobody else does.)

Start with an account hierarchy similar to that shown in the section called “ Account Setup”, but replace
ITEM1 with Degas and remove the ITEM2 accounts. Wewill assume that the Degas painting had aninitial
value of one hundred thousand dollars. Begin by giving your self $100,000 in the bank and then trans-
ferring that from your bank account to your Assets: Fixed Assets: Degas: Cost account (the asset purchase
transaction). Y ou should now have amain account window which appears like this:

Figure 11.1. Asset Appreciation Main Window

=no file>= - Accounts

File Edit “iew Actions Business Reports Tools Windows Help

= B @ @ @

Save Open  Edit MNew Delete
f Accounts
Account Marme v  Type Total ] 2
= i1 ASsets sse USD 100,000.00
I fm Current Assets Asset USD 0.00
= @ Fixed Assets Asset LISD 100,000.00
- i Degas Asset USD 100,000.00
@ Cost Asgset JsD 100,000.00
fm Unrealized Gain  Asset USD 0.00
b dm Equity Equity LISD 100,000.00
< fm Income Incorme USD 0.00
fm Realized Gains Income UsSD 0.00
im Unrealized Gains Incorme UsD 0.00
‘ USD, grand total: Assets: USD 100,000.00 Profits: USD 0.00 = ‘

The asset appreciation example main window

189



Capital Gains

Unrealized Gains

A month later, you have reason to suspect that the value of your painting has increased by $10,000 (an
unrealized gain). In order to record this you transfer $10,000 from your Income: Unrealized Gains account
to your Assets: Fixed Assets: Degas: Unrealized Gains account. Y our main window will resemble this:

Figure 11.2. Asset Appreciation Main Window

=no file>= - Accounts

File Edit “iew Actions Business Reports Tools Windows Help
= &
Save MNew
f Accounts
Account Marme v  Type Total 3
cd @Assets Asset LSD 110,000.00
I fm Current Assets Asset USD 0.00
= @ Fixed Assets Asset LsSD 110,000.00
- i Degas Asset UsD 110,000.00
@ Cost Asgset UJsD 100,000.00
fm Unrealized Gain  Asset USD 10,000.00
I sm Equity Equity LISD 100,000.00
< fm Income Incorme USD 10,000.00
fm Realized Gains Income UsSD 0.00
im Unrealized Gains Income UsD 10,000.00
‘ USD, grand total: Assets: USD 110,000.00 Profits: USD 10,000.00 ¥

Chart of Accounts after unrealized gain

Selling

Let’s suppose another month later prices for Degas paintings have gone up some more, in this case about
$20,000, you estimate. Y ou duly record the $20,000 as an unrealized income like above, then decide to
sell the painting.

Three possibilities arise. Y ou may have accurately estimated the unrealized gain, overestimated the unre-
alized gain, or underestimated the unrealized gain.

1. Accurate estimation of unrealized gains.
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Y our optimistic estimate of the painting’ s value was correct. First you must record that the profits made
are now realized gains, not unrealized gains. Do this by transferring the income from the Income: Un-
realized Gains to the Income: Realized Gains account.

Secondly, you must credit your bank account with the selling price of the painting. This money comes
directly from your Assets: Fixed Assets: Degas sub-accounts. Transfer the full Assets; Fixed Assets:De-
gas. Cost value into Assets: Current Assets: Savings, and the full Assets: Fixed Assets: Degas: Unrealized
Gainsinto Assets: Current Assets: Savings.

These transactions should now appear as follows:

Table 11.1. Turning an Unrealized Gain into a Realized Gain - Accurate
Estimation

Account Transfer to Transaction Amount Account Total
Income:Unrealized Income:Realized Gains | $30,000 $0

Gains

Assets:Fixed Assets:De-| Assets.Current  Asset-| $100,000 $0

gas.Cost s:Savings

Assets:Fixed Assets:De- | Assets;Current  Asset- | $30,000 $0
gas.Unredlized Gains  |s:Savings

This leaves the Assets. Current Assets: Savings account with atotal of $130,000 and |ncome: Realized
Gains with atotal of $30,000.
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Figure 11.3. Asset Appreciation Main Window

=no file>= - Accounts

File Edit View Actions Business Reports Tools Windows Help
SEE %
@ Accounts
Account Name v  Type Total ) 2 E
= @Assets Asset LSD 130,000.00
[» @ Current Assets Asset LISD 130,000.00
= fm Fixed Assets Asset USD 0.00
I 4@ Degas Asset USD 0.00
b dm Equity Equity LISD 100,000.00
< fm Income Incorme USD 20,000.00
fm Realized Gains Income USD 20,000.00
fm Unrealized Gains Incorme UsSD 0.00 @
| USD, grand total: Assets: USD 130,000.00 Profits: USD 30,000.00 ¥ |

Chart of Accounts after realized gains
2. Over estimation of unrealized gains.
You were over-optimistic about the value of the painting. Instead of the $130,000 you thought the
painting was worth you are only offered $120,000. But you still decide to sell, because you value
$120,000 more than you value the painting. The numbers change alittle bit, but not too dramatically.

The transactions should now appear as follows (observe the last transaction which balances the Unre-
alized Gains account):

Table 11.2. Turning an Unrealized Gain into a Realized Gain - Over estimation

Account Transfer to Transaction Amount Account Total
Income:Unrealized Income:Redized Gains |$20,000 $10,000
Gains

Assets:Fixed Assets:De- | Assets;Current  Asset-|$100,000 $0

gas:.Cost s:Savings

Assets:Fixed Assets:De- | Assets:Current  Asset-|$20,000 $10,000
gas:Unrealized Gains | s:Savings
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Assets:Fixed Assets.De- | Income:Unrealized $10,000 $0
gas:Unredlized Gains | Gains

This leaves the Assets: Current Assets: Savings account with a total of $120,000 and Income: Realized
Gainswith atotal of $20,000.

3. Under estimation of unrealized gains.

Y ou manage to sell your painting for more than you thought in your wildest dreams ($150,000). The
extravalueis, again, recorded asagain, that is an income.

The transactions should now appear as follows (observe the last transaction which balances the Unre-
alized Gains accounts):

Table 11.3. Turning an Unrealized Gain into a Realized Gain - Under estimation

Account Transfer to Transaction Amount Account Total
Income:Unrealized Income:Redlized Gains |$50,000 $-20,000
Gains

Assets:Fixed Assets:De-| Assets;.Current  Asset- | $100,000 $0

gas:Cost s:Savings

Assets:Fixed Assets.De- | Assets;:Current  Asset-|$50,000 $-20,000
gas:Unrealized Gains | s.Savings

Income:Unrealized Assets:Fixed Assets.De- | $20,000 $0

Gains gas:Unrealized Gains

This leaves the Assets. Current Assets: Savings account with atotal of $150,000 and Income: Realized
Gainswith atotal of $50,000.

Taxation

Taxation policies vary considerably between countries, so it is virtually impossible to say anything that
will be universally useful. However, it is common for income generated by capital gainsto not be subject
to taxation until the date that the asset is actually sold, and sometimes not even then. North American
home owners usually find that when they sell persona residences, capital gains that occur are exempt
from taxation. It appears that other countriestreat sale of homes differently, taxing people on such gains.
German authorities, for example, tax those gains only if you owned the property for less than ten years.

Chris Browne has a story from his professional tax preparation days where a family sold a farm, and
expected a considerable tax bill that turned out to be virtually nil due to having owned the property before
1971 (wherein liesacritical “Vauation Day” datein Canada) and dueto it being adairy farm, with some
really peculiar resulting deductions. The point of this story is that while the presentation here is fairly
simple, taxation often getsterribly complicated...
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Chapter 12. Multiple Currencies

This chapter will show how to set up GnuCash accounts to use multiple currencies.

Basic Concepts

GnuCash supports over a hundred currencies, from the Andorran Franc to the Zimbabwe Dollar. For ex-
ample, you can have a bank account set up in Euros, and another using Hong Kong Dollars.

Some of the issues which arise when using multiple currencies are as follows:

» How do you transfer funds between accounts with different currencies?

» How do you calculate the overall value when you have mixed currency accounts?
» How do reports deal with mixed currencies?

Y ou can either deal with multiple currencies using manually entered transactions to record currency gains
and losses as described in the section called “Manually Recording Currency Transaction” or you can
utilize currency trading accountsintroduced with GnuCash version 2.3.14 to automatically record the gains
and losses on transactions between currencies as described in the subsequent section. Trading accounts
are not enabled by default in GnuCash and must be explicitly enabled as described in the section called
“ Automatically Recording Currency Transactions using Trading Accounts”.

Manually Recording Currency Transaction

Account Setup

Y our default account currency is set in the Account tab under Edit - Preferences ( GnuCash - Preferences
on macQ0s).

Similarly, GnuCash offers an option to set your preferred currency for displaying reports (like the balance
sheet and income statement). The option is called Default Report Currency, and is in the Reports tab of
the GnuCash Preferences screen. You'll want to set both options when you start using GnuCash because
if (for example) your accounts are all in Canadian Dollars but the generated reportsare all in US Dollars,
thereportswill just say that thereare“no dat a/transacti ons (or only zeroes) for the
sel ected tine period”.

When you create a new account, you have the option to define the commodity in which that account is
denominated. For accounts denominated in a currency, you can specify any of the currencies supported by
GnuCash by simply selecting it from the currency commodity list. Y ouwill noticethat the default currency
isthe currency that is defined for the parent account of the new account.

As an example, let’'s set up a bank account scenario where you mostly work in US Dollars, but do also
have a European bank account using the Euro currency, as well as one bank account in Hong Kong using
Hong Kong Dallars. So, set up 3 bank accounts, one denominated in US Dollars, one using Euros, and the
third in Hong Kong Dollars. One possible account structure for thiswould be:

-Assets (USD)
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-Current Assets (USD)
- US Bank (USD)
- Eur opean Bank (EUR)
- HK Bank (HKD)

-Equity (USD)

- Openi ng Bal ances (USD)
- USD (USD)
- EUR (EUR)
- HKD ( HKD)

Note

The currency of each account is shown in parenthesis.

Sincein this example you mostly work in USD, all of the parent accounts are set to USD. Of course, if you
mostly work in Euros, you could change the currency of these parent accounts to EUR. The totals shown
in the account tree window will always be converted to the currency of each particular account. Notice,
we also set up 3 Opening Balances equity accounts, used to initially populate the 3 banks.

Note

Y ou could also set up just asingle Opening Balance account and use a currency transfer to popu-
latethe“different currency” accounts. However, thisis more advanced option, which isexplained
in alater section (the section called “Purchase of an Asset with Foreign Currency”).

Below you see the result of this example, in which you start with 10,000 USD, 10,000 EUR as well as
10,000 HKD in the three bank accounts. Notice that the total of the parent accounts only shows the value
of the currency of sub-accounts with matching currencies. In other words, the Total Assets and Total
Equity values only reflect USD amounts, because GnuCash has no way of evaluating the value of EUR
or HKD yet. Once you set up exchange rates between the currencies, the parent accounts will calculate
the converted value of all sub-accounts. See the later section (the section called “ Recording and Updating
Currency Exchange Rates’) on ways to do this.
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Figure 12.1. Initial multi currency Account Bank Setup

E b 4 currency_main1.gnucash - Accounts - GnuCash VoA @

File Edit View Actions Business Reports Tools Windows Help

£ i @ i
Save Close Open Edit MNew Delete
§m Accounts
Account Name * [P Type Total Total (USD) -
~ fif Assets Asset $10,000.00 $10,000.00
+ fm Current Assets Asset $10,000.00 $10,000.00
f European Bank Bank €10,000.00 $0.00
fm HK Bank Bank HK$1,000.00 $0.00
& US Bank $10,000.00 $10,000.00
~ fm Equity Equity $10,000.00 $10,000.00
w fm Opening Balances Equity $10,000.00 $10,000.00
fm EUR Equity €10,000.00 $0.00
fm HKD Equity HK$1,000.00 $0.00
fm USD Equity $10,000.00 $10,000.00
%, Grand Total: Met Assets: $10,000.00 Profits: $0.00 -

Initial setup of 3 bank accounts with different currencies.

Notice that the Total (Report) column is being displayed. This is configured in the column header row,
select Arrow down and select Total (USD).

User-Defined Currencies

Usually when we talk about currencies, we mean government-backed currencies (or more precisely, cur-
rencies defined in 1SO 4217 [https://en.wikipedia.org/wiki/ISO_4217]). GnuCash does not allow you
to create your own currencies. If you want to track non-1SO currencies, you can use either of two
workarounds, depending on which fits your needs better.
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User-Defined Currencies Workarounds

Let’s say for example that you want to track loyalty points you’ ve earned by buying from a certain group
of businesses. The account which tracks your loyalty points will be Assets: Other: LoyaltyPoints.

1. Treat these asif they were a security—that is, like a stock or mutual fund.

In this workaround, you define a new security, of type FUND, called LoyalityPoints. This is pretty
straightforward—when you create the new LoyaltyPoints account, just set the account type to Stock
or Mutual Fund, click the Select... button next to the Security/currency: box, and click New to define
anew security of type FUND.

Thisisnot really what the stock and mutual fund account types are meant for, but GnuCash will allow
it. The downside is that you'll have to enter a “price” for every transaction involving this account,
because GnuCash needs the prices to figure out the monetary value of the points and treat them as one
of your assets.

2. Useone of the “dummy” currencies for them.

In this workaround, you use one of the dummy currenciesto track the loyalty points. These currencies
are “XTS (Code for testing purposes)” and “XXX (No currency)”. If you use one of these for your
LoyaltyPoints account, you can enter transactions into the account without having to enter share prices
for every transaction. And, you can keep using the same two dummy currencies to track all sorts of
amounts—vacation dollars earned and used so far this year, vacation hours earned and used, health
insurance benefits allowance used and remaining, and so on.

The drawback with thisworkaround is that you cannot define exchange rates for the dummy currencies
to convert them to 1SO currencies. If you want to do that, you really should use the first workaround.

Recording and Updating Currency Exchange Rates

GnuCash allows you to update the Currency Exchange Rates both manually and automatically. This
processis essentially the same as setting share pricesfor investments (see the section called “ Setting Share
Price”). In the following two sections we will work through both methods.

Before we start, let’s have aquick look at the Chart of Accounts.
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Figure 12.2. Initial multi currency Account Bank Setup

£ currency_mainl.gnucash - Accounts - GnuCash WA @

File Edit View Actions Business Reports Tools Windows Help

3 i i o
Save Close Open Edit Mew Delete
ém Accounts
Account Name - [P Type Total Total (USD) -
- m Assets Asset $10,000.00 $10,000.00
w fm Current Assets Asset $10,000.00 $10,000.00
fm European Bank Bank €10,000.00 $0.00
fii HK Bank Bank HK$1,000.00 $0.00
i Us Bank Bank $10,000.00 $10,000.00
~ fm Equity Equity $10,000.00 $10,000.00
~ fm Opening Balances Equity $10,000.00 $10,000.00
fm EUR Equity £€10,000.00 $0.00
fm HKD Equity HK$1,000.00 $0.00
fm USD Equity $10,000.00 $10,000.00
%, Grand Total: Met Assets: $10,000.00 Profits: $0.00 -

Initial set up of 3 bank accounts with different currencies.

Asyou see, the overall balances do not yet reflect any value for EUR or HKD holdings. Adding currency
exchange rates will fix this.

Manually Updating Exchange Rates

Open the Price Database by going to Tools - Price Database .
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Figure 12.3. The Price Database Window—Still Empty

oy * Price Database

Add

Remove Old

Get Quotes

Close

Click on the Add button to add a new currency exchangerate. A window will appear in which you can set

up anew exchange rate. This window should appear like this:
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Figure 12.4. Setup Of Euro Exchange Rate

E £ Price Editor v ~ 0

Mamespace = Currencies -
Security | EUR (Euro) -
Currency = USD (US Dollar) -
Date | 2021-01-02 -
Type  Unknown -
Price | 1|
Cancel Apply OK

Add Price Database Window

Set the Namespace to CURRENCY and the Security to EUR (Euro). Then set the exchange rate between
the selected security and the selected currency. The Price box defines how many units of currency are
required to purchase one unit of the security. In this case, how many dollarsit will take to purchase on 1
Euro. In this example, you will set the exchange rateto 1 EUR for 1 USD.
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Figure 12.5. The Price Database window after setting the exchange rate between Euros and
USDoallars

a 4 Price Database RS
Security » | Currency Date Source Type Price - Add
w Currencies
+ EUR(Euro) Remove
EUR (Euro) USD (US Dollar) 2021-01-02 user:price-editor unknown 1
Edit
Remove Old
Get Quotes
Close
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Figure 12.6. Chart of Accounts After Setting The Exchange Rate Between Euro And US
Dollar

£ currency_main2.gnucash - Accounts - GnuCash VoA @

File Edit View Actions Business Reports Tools Windows Help

) i i x|
Save Close Open Edit Mew Delete
ém Accounts
Account Name - [P Type Total Total (USD) -
- m Assets Asset $20,000.00 $20,000.00
w fm Current Assets Asset $20,000.00 $20,000.00
fm European Bank Bank €10,000.00 $10,000.00
fm HK Bank Bank HK$1,000.00 $0.00
flf US Bank $10,000.00 $10,000.00
~ fm Equity Equity $20,000.00 $20,000.00
~ fm Opening Balances Equity $20,000.00 $20,000.00
fm EUR Equity £€10,000.00 $10,000.00
fm HKD Equity HK$1,000.00 $0.00
fm USD Equity $10,000.00 $10,000.00
%, Grand Total: Met Assets: $20,000.00 Profits: $0.00 -

Observe that since you have no exchange rate for HKD, GnuCash doesn’t convert the HKD accounts to
USD. Thiswill be added in the next section.

Automatic Updating Exchange Rates (How-To)

In the previous section you saw how to manually define a new currency exchange rate, but GnuCash
includes an automatic price update feature, which will now be described.

Open the Price Database by going to Tools - Price Database .
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Figure 12.7. Price Database Befor e Obtaining Online Quotes

4 Price Database LA

Security w | Currency Date Source Type Price v Add

w Currencies

» EUR(Euro) Remove
EUR (Euro) USD (US Dollar) 2021-01-02 user:price-editor unknown 1
Edit
Remove Old
Get Quotes
Close

Click on the Get Quotes button to automatically load the various exchange rates you need.

Note

If the Get Quotes button is disabled, that means that the Perl module Finance::Quote is not in-
stalled. For information on how to install it, please see the section called “ Configuring for Auto-
matic Retrieval of Quotes’.
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Figure 12.8. The Price Database After Obtaining Online Quotes

E + Price Database
Security w | Currency Date Source Type Price v

+ Currencies

» EUR(Euro)
EUR (Euro) USD (US Dollar) 2021-08-01 Finance:Quote  last 1.1867
EUR (Eurc) USD (US Dollar) 2021-01-02 user:price-editor unknown 1

+ HKD (Hong Kol
HKD (Hong USD (US Dollar) 2021-08-01 Finance:Quote  last 0.12861

Add

Ot

Remove Old

Get Quotes

Close

GnuCash downloads exchange rates for al currencies that are in use in your various accounts. This will
happen every time you click on Get Quotes or request GnuCash to download quotes as per the section
called “ Configuring for Automatic Retrieval of Quotes’.

Now when you check the main Chart of Accountsyou will see that GnuCash has automatically converted
the HKD amount to USD amount on the parent accounts that are in USD, as well as on the Total (USD)
column. Also the Euro accounts have been been updated with the latest exchange rate.
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Figure 12.9. The Chart of Accounts After Obtaining Online Quotes

F 4 currency_main3.gnucash - Accounts - GnuCash SN @
File Edit View Actions Business Reports Jools Windows Help
=) s} fif Y i
Save Close Open Edit Mew Delete
§m Accounts
Account Name -~ P Type Total Total (USD) -
~ i Assets Asset $21,095.61 $21,095.61
+ fm Current Assets Asset $21,995.61 $21,995.61
fm European Bank Bank €10,000.00 $11,867.00
fim HK Bank Bank HK$1,000.00 $128.61
i US Bank $10,000.00 $10,000.00
~ fm Equity Equity $21,995.61 $21,995.61
~ fii Opening Balances Equity $21,995.61 $21,995.61
fm EUR Equity £€10,000.00 $11,867.00
fm HKD Equity HK$1,000.00 $128.61
fm USD Equity $10,000.00 $10,000.00
%, Grand Total: MNet Assets: $21,995.61 Profits: $0.00 -

Disabling Exchange Rate Retrieval

Whenever you create an account that uses anon-default currency, exchange rate retrieval will be automat-

ically enabled for that currency. However, if you later delete that account, GnuCash will not automatically
disable exchange rate retrieval for that currency.

If you have deleted the last account for a particular currency, and you do not wish to retrieve exchange
rates for that currency anymore, do the following:

1. Open the Securities window by selecting Tools . Security Editor .

2.  Make sure the Show National Currencies box is selected.
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3. Expandthe CURRENCY row.
4. Doubleclick on the currency for which you want to disable exchange rate retrieval.

5. Deselect the Get Online Quotes box and click OK.

Recording Purchases in a Foreign Currency

Purchases in aforeign currency can be managed in two different options.

A. Use GnuCash's built-in currency exchange functions when you do your transactions. This is mainly
used for one-time transactions, and nothing which happens regularly.

B. Use separate accounts to track transactions, where al involved accounts use the same currency. Thisis
the recommended method, since it allows much better tracking and follow up. In this way, you do one
currency exchange transaction, and after that you do normal transactionsin the native currency.

The rest of this section will explain more based upon option “B”.

Purchase of an Asset with Foreign Currency

You are using USD as your default currency. But, you decide to purchase a boat in Jamaica. To do this,
you opened a bank account in Jamaica, moved some money from the US, and then purchased your boat.

To record thisin GnuCash we use the following basic account structure:

- Assets (USD)

-Current Assets (USD)
-US Bank (USD)
-Jamai can Bank (JMD)

- Fi xed Assets (USD)

- Boat (JMD)
-Equity (USD)

- Openi ng Bal ances (USD)

- USD (USD)

Note

The currency of each account is shown in parenthesis.

First you need to transfer 10,000 USD to Jamaica, and you use your US bank account (with a balance of
100,000 USD) for that. The bank gives you an exchange rate of 1 USD = 64 JMD, but charges you 150
USD to transfer the money.

Figure 12.10. Transaction “Currency Transfer To Jamaica’

Currency ExchangeUpdates - US Bank

Ble Edit Mew Tapsaction Actions Business Beports Dols  windows  Help

= * T W & X 2 = %
Save Close Cuplcate  Drelete Enter Canced Blank Split mmp  Schedule Transfer
& Accounts | |amaican Bark| i US Sank
#[Mema [ Accaunt F[Depasit  [withdrawal |
2006-01-01 | | Opening Bslance | Equiy:Openng Balances:USE [n | 100.000.00 | 100.000.00
2006-02-01 || Fansfere money to Jamaca | | 10.000.00] s0.000.00

Expenses
Assa
Assal

charge n 150.00
atsjarmpucan Bank | )[n | 5.850.00
SIS Bank n 10,000.00

resent:USD 90.000,00 Future:USD 9000000 Cleared:USD 0,00 Reconciled:USD 0.00 _Projected Mnimum: USD 50.000.00
ent Assets jamaican Bank
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Select the Jamaica transaction line (9,850.00 USD), right click and select Edit Exchange Rate

Figure 12.11. Edit Exchange Rate

Transfer Funds

Basic Information

Amount:
Date:

Mum:
Description:

Memo:

Transfer From Transfer To

Currency: USD (US Dollar) Currency: |MD (Jamaican Dollar)

Currency Transfer

® Exchange Rate: |64.00 l 1 UsSD = 64.000000 JMD

() To Amount: 1)MD = 0.015625 USD

I X Cancel | l ok l

In this dialog the exchange rate of a currency transaction is specified.
As Exchange Rate, you enter 1 USD = 64 JMD, since this is the rate your bank gave. Press ok in the

Transfer Funds (Edit Exchange Rate) window, and then save this split transaction. Below is how it now
looks in the main Chart of Accounts.

Figure 12.12. Chart of Accounts befor e purchasing the boat

Currency_ExchangeUpdates - Accounts

File Edit \iew Actions Business Reports Tools Windows Help

= (e

Save New
@@ Accounts

Account Name v | Type Total Total (Uusp) | |}
=~ @Assets Asset UsD 99,850.00 USD 99,850.00

A @ Current Assets Asset UsD 99,850.00 USD 99,850.00
f Jamaican Bank Bank  JMD 630,400.00 USD 9,850.00

fm US Bank Bank UsD 90,000.00 UsD 90,000.00

=~ @ Fixed Assets Asset UsD 0.00 UsD 0.00
fm Boat Asset JMD 0.00 UsD 0.00

< ¢m Equity Equity USD 100,000.00 USD 100,000.00
< fm Opening Balances Equity USD 100,000.00 USD 100,000.00
@ uso Equity USD 100,000.00 USD 100,000.00

=~ @ Expenses Expens UsD 150.00 UsD 150.00
@ Service Charge Expens UsD 150.00 usD 150.00

lUSD, grand total:  Assets: USD 99,850.00  Prefits: -USD 150.00 ¢l
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Y ou choose to buy aboat for 509,000 IMD. To record this transaction in GnuCash, you will need to enter
asimple transaction in Assets; Current Assets: Jamai can Bank withdrawing 509,000 IMD and transferring
it to Assets: Fixed Assets: Boat.

Figure 12.13. The Chart Of Accounts After Purchasing The Boat

Currency_ExchangeUpdates - Accounts

File Edit \iew Actions Business Reports Tools Windows Help

= o B N R

Save Open  Edit New Delete
i Accounts
‘Account Name v Type Total Total (UsD) | |
~ ﬁAssets Asset UJsD 99,850.00 UsSD 99,850.00

~ @ Current Assets Asset UsD 91,896.88 USD 91,896.88

il Jamaican Bank Ban MDD 121,400.00 USD 1,896.88

@ US Bank Bank UsD 90,000.00 USD 90,000.00

= @ Fixed Assets Asset usD 7,953.12 usp 7,953.12
@ Boat Asset  |MD 509,000.00 uspD 7,853.12

- §m Equity Equity USD 100,000.00 USD 100,000.00
< fm Opening Balances Equity USD 100,000.00 USD 100,000.00
@ usp Equity USD 100,000.00 USD 100,000.00

< i Expenses Expens uUsD 150.00 usD 150.00
fm Service Charge Expens UsD 150.00 usD 150.00

USD, grand total:  Assets: USD 99,850.00  Profits: -USD 150.00

The Chart of Accounts now reflects that your bank account has been reduced by 509,000 IMD, and that
your Fixed Assetsboat account has been increased by the same amount. If you al so have turned on the Chart
of Accounts (Column Choice) Total (USD) you will see the corresponding valuein USD. The USD value
will always reflect the latest currency exchange rate you have either automatically or manually retrieved.

Purchasing Foreign Stocks

This example will show how to purchase stocks that are priced in a currency other than your primary
currency.

Assume that you live in New York and therefore you have set the default currency to USD. You decide
to purchase a stock traded in Hong Kong that is priced in HKD. Y ou would also like to be able to track
the various income and expense amounts per stock and broker.

Y ou decide to purchase stock in the Beijing Airport (Hong Kong). Theticker for this stock is 0694.HK on
Y ahoo! Since you wanted to track all various income and expense amounts, here is the necessary account
structure:

Assets Investments: Brokerage Accounts:Boom:0694.HK (0694.HK)

Assets Investments: Brokerage Accounts:Boom:Bank (HKD)

Equity:Opening Balances:HKD (HKD)
» Expenses.Commissions:.Boom:0694.HK (HKD)

* Income:Investments:Dividend:Boom:0694.HK (HKD)
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The Chart of Accounts looks like this after creating all the needed accounts:

Figure 12.14. The Chart of Accounts For International Stocks

L] Currency BeforeStockPurchase - Chart of Accounts

File Edit ‘iew Actions Business Reports Iools Windows Help
B = A
Save MNew
il Chart of Accounts
Account Name v Type Commodity Total  Total (USD) || &
v @ Assets Asset us Dollar UsD 0.00 UsD 0.00
= i Investments Asset uUs Dollar USD 0.00 UsD 0.00
= fm Brokerage Account Bank Us Dollar UsSD 0.00 UsSD 0.00
v fm Boom Bank Hong Kong Dollar  HKD 0.00 USD 0.00
R 0694 HK Stock Beijing Airport 0 0694 HK UsD 0.00
m Bank Bank Heng Kong Dellar  HKD 0,00 USD 0,00
< fm Equity Equity  US Dallar USD 0.00 UsD 0.00
= fm Opening Balances  Eguity  US Dollar USD 0.00 USD 0.00
fi@ HKD Equity  Hong Kong Dollar  HKD 0.00 USD 0.00
= fW Expenses Expense US Dollar USD 0,00 USD 0,00
< @ Commissions Expense US Dollar UsD 0.00 UsD 0.00
= fm Boom Expense Hong Kong Dollar  HKD 0.00 USD 0.00
fR 0694 HK Expense Hong Kong Dollar  HKD 0.00 USD 0.00
= it Income Income  US Dollar USD 0.00 UsD 0.00
= f Investments Income S Dollar UsD 0.00 USD 0.00
= fm Dividend Income US Dollar USD 0.00 USD 0.00
P fm Boom Income Hong Kong Dollar  HKD 0.00 USD 0.00
USD, grand total: Assats: USD 0.00 Profits: USD 0.00 3]

The stock definition can be seen in the Security Editor ( Tools - Security Editor .)

Figure 12.15. International Securities

Securities

Securities

Mamespace  Symbol | Mame Source Timezone 3

+ CURRENCY

= HK

0694.HK Beijing Airport  yahoo_asia Europe/London

(4] [»)

[#| show National Currencies
TN

If you have not moved money (50,000 HKD) into the brokerage cash account (Assets: |nvestments: Bro-
kerage Accounts: Boom:Bank), do so now, either using the Equity (HKD) account, or an existing bank
account (Currency Transfer).

There are two waysto enter the actual purchase transaction: you can enter it from the cash account (shown
below), or you can enter it from the stock account.

Note

If entered from the stock account, the stock is assumed to be priced in the currency of the parent
account.
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Let’s assume that the stock priceis 3 HKD per share. To record the purchase, open the brokerage' sHKD
cash account (Assets: | nvestments: Brokerage Accounts; Boom: Bank), and enter the following:

Assets Investments:Brokerage Accounts:Boom:Bank Withdrawal 50,000
Expenses:Commissions:Boom:0694.HK Deposit 500
Assets: I nvestments: Brokerage Accounts:Boom:0694.HK Deposit 49,500 (16,500

shares)

If the exchange rate dial og box does not appear automatically, right-click on the stock row, and select Edit
Exchange Rate. Enter the number of shares (16,500) as the To Amount.

Figure 12.16. Transfer Funds

Transfer Funds

Basic Information

Amount:
Date:

MNum;
Description:
Memo:

Transfer From Transfer To

Currency: HKD (Hong Kong Dollar) Currency: 0694 HK (Beijing Airport)

Currency Transfer

Exchange Rate: 1 HKD = 0.333333 0694 .HK

® To Amount: 16,500,00 10694 HK = 3.000000 HKD

Setting the number of sharesin the Transfer Funds dialog

When you returnto the Chart of Accounts, youwill seethe purchased sharesreflectedin the stock account’s
total.
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Figure 12.17. The Purchased inter national stocks

Currency_BeforeStockPurchase - Chart of Accounts

File Edit \iew Actions Business Reports Tools Windows Help
SEE ODB:n g % Ogge
@ Chart of Accounts
Account Name ~ | Type Commodity Total  Total (USD) &
v fR Assets Asgsat US Dollar UsSD 0.00 USD 0.00
= @i Investments Asset Us Dellar UsD 0.00 USD 0.00
= f Brokerage Account Bank uUs Dollar UsSD 0.00 UsD 0.00
7 @ Boom Bank Hang Kong Dollar HKD 0.00 USD 0.00
i 0694 HK Stock  Beijing Airpert 16,500 D694.HK USD 0.00
it Bank Bank Hang Kang Dollar HKD 0.00 USD 0.00
< fm Equity Equity  US Dellar USD 0,00 USD 0.00
~ @ Opening Balances Equity US Dollar UsD 0,00 USD 0.00
fm HKD Equity  Hong Kong Dollar HKD 50.,000.00 UsD 0.00
= @ Expenses Expense US Dollar USD 0,00 USD 0.00
= @ Commissions Expense US Dollar UsD 0,00 UsD 0.00
b fm Boomn Expense Hong Kong Dollar HKD 500,00 USD 0.00
b f® Income Income LS Dollar UsD 0,00 UsD 0.00
|usb. grand total: Assets: USD 0.00 Profits: USD 0.00 s |

Chart of Accountsisnow containing the international stocks

However, asyou can see, the USD totals may be zero if GnuCash doesn’t have an exchange rate between
USD and HKD. Tofix this, goto Tools -. Price Database and click the Get Quotes button to automatically
retrieve the exchange rates you need.

Note

To reiterate, this example shows how stock can be purchased in any currency by entering the
transaction in the register of the cash account used to make payment. It is also possible to enter
the purchase in the stock account’s register, but be aware that the stock is assumed to be priced
in the currency of the stock account’ s parent.

In this example, the stock account’ s parent (Assets: | nvestments: Brokerage Account: Boom) is de-
nominated in HKD. Since this is same currency as the stock price, the purchase can be safely
entered in the stock account’ s register.

Tracking Currency Investments

Currency investment is when you decide to invest in a different country's currency, and hope that it will
rise in value relative your own currency.

When you enter these transactions into GnuCash, you will have to decide on how much detail you would
like to have.

If you are not interested in detail at all, a very simple account structure would suffice:

» Assets:Investments.Currency:Bank (USD)

o Assets: Investments.Currency: XXX (XXX)

Y ou would simply enter transfers between the two accounts, noting exchange rates as you went.

But, if you do want to be able to track capital gains or losses, as well as any fees, you do need a more
complex account structure, such as:
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Assets: I nvestments. Currency:Bank (USD)

Assets:Investments. Currency: Currency Bank: XXX (XXX)
» Expenses.Investments:Currency:Bank (USD)

* Income:Investments:Currency:Currency Bank:Capital Gains: XXX (XXX)

Purchasing Currency

When purchasing an another currency, you will buy acertain number of units of foreign currency with your
own currency, at a particular rate. For example, you might buy 10,000 USD worth of Andorran Francs, 1
USD =5 ADF, with atransaction fee of 150 USD.

Assets: | nvestments: Currency:Bank (USD) Withdrawal 10,000
Expenses:Investments:Currency:Bank (USD) Expense 150
Assets: I nvestments: Currency:Currency Bank:ADF (ADF) Deposit 49,250

The Exchange Rate window should pop up when you leave the last row in the split above (Currency
Transaction). If this window does not pop up, right click on the row or select Actions, and select Edit
Exchange Rate. In the Exchange Rate window you specify the exchange rate you got from the bank.

Selling a currency investment

Entering a currency sale is done in the same way as a currency buy except that you are now transferring
money from the Currency account to your native currency’s Bank account (very similar to the section
caled “ Selling Shares”).

The proper recording of the currency sale must account for realized gains or losses. This can be done using
a gplit transaction. In the split transaction, you must account for the profit (or loss) as coming from an
Income: I nvestments: Currency: Currency Bank: Capital Gains: XXX account (or Expense: Investments: Cur-
rency: Currency Bank: Capital Loss: XXX). To balance this income, you will need to enter the Currency
asset twice in the split—once to record the actual sale (using the correct amount and correct exchange
rate), and once to balance the income profit (setting the amount to 0).

In short, aselling Currency transaction should look something like below, seen again from the Assets:In-
vestments: Currency: Currency Bank: XXX.

Table 12.1. Selling a currency with a Split Transaction Scheme

Account Deposit/Expense Withdraw-
al/lncome
Assets: | nvestments. Currency:Bank (USD) Sold Amount -
Exchange Fee
Expenses.Investments:Currency:Bank (USD) Exchange Fee
Assets: I nvestments: Currency:Currency Bank: XXX (XXX) Sold Amount (=
Purchased Bal-
ance + PROFIT)
Income: I nvestments. Currency: Currency Bank:Capital Gain- [LOSS| PROFIT
SXXX (XXX)
Assets Investments: Currency: Currency Bank: XXX (XXX) PROFIT (with [LOSS (with To
To Amount = 0) Amount =0) ]
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Reconciling Statements in a Foreign Currency

Reconciling foreign statement are done in the same manner as when you reconcile your local bank state-
ment. If you have created a Chart of Accounts structure which allows you to have the same currency per
account as your statement, it is actually exactly the same as reconciling your local bank statement.

If you have different currencies you might have to manually convert the amounts from one currency to
another while you reconcile the accounts.

Automatically Recording Currency Transac-
tions using Trading Accounts

Trading accounts were introduced as a feature from GnuCash version 2.3.14. The conceptua ba-
sis for trading accounts is described in Tutorial on multiple currency accounting [https.//www.math-
stat.dal.cal~selinger/accounting/tutorial] by Peter Selinger. A second tutorial Multiple currency account-
ing in GnuCash [https://www.mathstat.dal .ca/~selinger/accounting/gnucash] describes the manual cre-
ation and use of trading accounts in GnuCash prior to version 2.3.14.

Trading accounts are not enabled by default in GhuCash. To enablethem go to File . Properties+Accounts
tab and check the Use Trading Accounts checkbox.

Trading Account Concepts

In accounting terms, trading accounts are specialized equity accounts to record changes in income which
result from transactions between two or more currencies. In GnuCash they are implemented asatop level
account type of Trading. When trading accounts are enabled the required sub accounts of Trading are
automatically created if they do not already exist when a transaction between one or more currencies is
created.

In the extended Accounting Equation, Trading accounts would appear as follows:
Assets = Liabilities + Equity (+ Income -Expenses) + Trading (12.1)
Caution

The user is prevented from manually making entries directly to the registers for any of the ac-
counts in the Trading top level account group. All entries to these accounts are automatically
generated when transactions between currencies are created in other account registers within the
GnuCash account hierarchy.

The Trading account group is structured below the top level account Trading with a sub-account CUR-
RENCY which in turn has a sub-account for each currency between which transactions have been made.
For the example previously used in the section called “Manually Recording Currency Transaction”, the
additional accounts which will be created automatically when transactions are created between different
currencies with trading accounts enabled are:

Tr adi ng
CURRENCY
EUR
HKD
usD
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Caution

The names of these accounts are again assigned automatically and cannot be changed by a user
without disrupting the functionality of the trading accounts in GnuCash.

Recording Foreign Currency Transactions with Trading
Accounts

Setup of Accounts for Trading Accounts

The same account structure used in the manual recording of currency transactions in the previous section
isrequired. Theinitial account configuration for Assets and Equity accounts are as follows:

Figure 12.18. TheInitial Multicurrency Bank Accounts Setup

demo_trading_001.gnucash - Accounts - GnuCash o

File Edit View Actions Business Reports Tools Windows Help

& & i @

Save Close Open Edit New Delete
fm Accounts
Account Name w | Description Total Total (USD) v
fm
m European Bank (EUR) £10,000.00 $0.00
m HongKong Bank (HKD) HK$10,000.00 $0.00
ﬁ US Bank (USD) $10,000.00 $10,000.00
i Equity Equity £10,000.00 $10,000.00
fm Opening Balances Opening Balances $10,000.00 $10,000.00
@ EUR (EUR) £10,000.00 $0.00
@ HKD (HKD) HK$10,000.00 $0.00
@ USD (UsD) $10,000.00 $10,000.00
$, Grand Total: Net Assets: $10,000.00 Profits: $0.00 -

File demo_trading_001.gnucash opened. Last modified on Tue, Apr 2...

Initial setup of bank accounts in multiple currencies.

The following prices were entered in the Price Database ( Tools - Price Database ) as at Jan. 1, 2020 to
convert the account balances for the foreign currency accountsto USD:

Figure 12.19. Thelnitial Price Database Entries

Security ~ | Currency Date Source Type Price |~ Add
Currencies
EUR (Euro)
EUR (Euro) USD(US Dollar)  01/01/2020  user:price-editor unknow 1.122000

HKD (Hong Kong Dollar)
HKD (Hong Kong Dollar) USD (US Dollar)  01/01/2020  user:price-editor unknow 0.128800
Remove Old

Get Quotes

Close

Price Database window after setting initial exchange rates between USD, HKD and EUR.
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With the currency prices set as shown, the Accountstab will now display the values of the foreign accounts
in USD in the Total(USD) column;

Figure 12.20. Thelnitial Multicurrency Setup After Entering Exchange Rates Between USD,
HKD and EUR

demo_trading_001.gnucash - Accounts - GnuCash [x]

File Edit View Actions Business Reports Tools Windows Help

& & ) x|

Save Close Open Edit New Delete
i Accounts
Account Name w | Description Total Total (USD) ~
fi
ﬁ European Bank (EUR) €10,000.00 $11,220.00
fii HongKong Bank (HKD) HK$10,000.00 $1,288.00
§m US Bank (USD) $10,000.00 $10,000.00
i Equity Equity $22,508.00 $22,508.00
fm Opening Balances Opening Balances $22,508.00 $22,508.00
@ EUR (EUR) £10,000.00 $11,220.00
@ HKD (HKD) HK$10,000.00 $1,288.00
@ USD (UsD) $10,000.00 $10,000.00
$, Grand Total: Net Assets; $22,508.00 Profits: $0.00 -

File demo_trading_001.gnucash opened. Last modified on Tue, Apr 2...

Accounts tab after setting exchange ratesto USD.

Transfer of Funds to a Foreign Currency

Let us assume we wish to purchase at item in Hong Kong using the Hong Kong bank account for 20,000
HKD on Feb. 1, 2020. The current funds in the Hong Kong account are insufficient and we will need to
transfer another 10,200 HKD from the US bank account. The exchange rate at the time of the transfer is
1 USD = 7.7884 HKD and we will have to transfer 1,309.64 USD for which the bank charges a 40 USD
transfer fee. The transaction to effect this is created with the Transfer Funds dialog as shown below:
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Figure 12.21. The Transfer Dialog To Create Transaction For Transfer From USD ToHKD

Transfer Funds (]

Basic Information

Amount 1,300.64
Date 01/02/2020 ~
MNum

Description | Transfer USD to Hong Kong Bar'kAccoumI

MNotes
Memo
Debit Account Credit Account
@Assets T @_ ___________________
ﬁ European Bank (EUR) @ Equity
@ ﬁﬁ]mbalar‘ce-HKD
Currency HKD (Hong Kong Dollar) Currency USD (US Dollar)
Show Income/Expense Show Income/Expense
Currency Transfer
Exchange Rate 7+10122751/12839607 1 USD =7.788400 HKD Fetch Rate
Debit Amount 10,200.00 1 HKD = 0.128396 USD

Cancel OK

Transfer of 10,200 HKD from US Bank account to Hong Kong bank account.

The Debit Amount has been specified in HKD and the transaction Amount being transferred in USD.
Thereisno provision to enter the transfer fee in the dialog. On closing the dialog the following transaction
asviewed in the US Bank Account register has been created:

Note

Amount entered in the Transfer Funds are transferred from the selected Credit Account to the
selected Debit Account. And if Debit Amount radio button is selected and the foreign currency
amounts are entered, the transaction is recorded on the correct debit amounts. Whereas if Ex-
change Rate is selected and entered, the exact value is not often recorded due to the rounding

errors.
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Figure 12.22. The Transaction After Transfer Displayed in The US Bank Account Register

demo_trading_001.gnucash - US Bank (USD) - GnuCash %]

File Edit View Transaction Actions Business Reports Tools Windows Help

x s} L + (<] v ¥ ¥
Save Close Duplicate Delete Enter Cancel Blank Jump Schedule Transfer
m A t @ USBank(USD) x g HongKeng B HKD) x @@ USD x fm HKD X
Date | Num Description Tot Debit Tot Credit Balance
01/01/2020 Opening Balance US Bank account — Split Transaction — ‘ n 10,000.00
01/02/2020 | Num | 130064 | 869036

Assets:HongKong Bank (HKD) | n |IK$10,200.00
Trading:CURRENCY:USD | n 1,300.64

Assets:US Bank (USD) | n 1,300.64
Trading:CURRENCY:HKD | n IK$10,200.00
04/05/2020 [n]
Present:$8,600.36 Future:$8,690.36 Cleared:30.00 Reconciled:$0.00 Projected Minimum: $8,690.36 Sort By: Standard Order ~

Transfer of USD to Hong Kong Bank Account

Transaction to transfer from US bank account to Hong Kong Bank account after closing transfer dialog.

The transaction can be opened in the US Bank Account register and may then be edited to add splits for
the transfer fee asfollows:

Figure 12.23. The Transaction After Adding The SplitsFor The Transfer Fee

File Edit View Transaction Actions Business Reports Tools Windows Help

=] % L] ] + (] ¥ £ 7] ¥
Save Close Duplicate Delete Enter Cancel Blank Jump Schedule Transfer
m A f® USBank(UsD) X @@ HongKong B HKD) X @ UsD x @ HKD X
Date | Num Description Tot Debit Tot Credit Balance
01/02/2020 Transfer of USD to Hong Kong Bank Account -- Split Transaction - ‘ n 1,309.64 8,690.36
01/02/2020 | Num | oroebic | 134964 | 865036
Assets:HongKong Bank (HKD) | n | IK$10,200.00
Trading:CURRENCY:USD | n 1,309.64
Expenses:Bank Service Charge | n 40.00
Assets:US Bank (USD) | n 1,300.64
Trading:CURRENCY:HKD | n IK$10,200.00
Assets:US Bank (USD) | n 40.00
04/05/2020 [ [n]
Present:$8,650.36  Future:$8,650.36 Cleared:$0.00 Reconciled:$0.00 Projected Minimum: $8,650.36 Sort By: Standard Order A

Transfer of USD to Hong Kong Bank Account

Transaction to transfer from US bank account to Hong Kong Bank account after adding the splitsfor thetransaction fee.

Returning to the Accounts tab we can see the result of the transfer transaction on the accounts:
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Figure 12.24. The Account Tab Balances After Completion Of USD To HKD Transfer

*demo_trading_001.gnucash - Accounts - GnuCash

File Edit View Actions Business Reports Tools Windows Help

B s & ) x|
Save Close Open Edit New Delete
fm Accounts | gm USBank{USD) X fm HongKong Bank (HKD) X fm USD x fm HKD X
Account Name w | Description Total Total (USD) v
i Assets Assets $22,463.96 $22,463.96
im European Bank (EUR) £10,000.00 $11,220.00
ﬁﬁ US Bank (USD) $8,650.36 $8,650.36
fm Equity Equity $22,503.96 $22,503.96
i Opening Balances Opening Balances $22,503.96 $22,503.96
fm EUR (EUR) £10,000.00 $11,220.00
fim HKD (HKD) HK$10,000.00 $1,283.96
@USD (USD) $10,000.00 $10,000.00
fim Expenses Expenses $40.00 $40.00
i Imbalance-HKD HK$0.00 $0.00
i Imbalance-UsD $0.00 $0.00
ém Income Income $0.00 $0.00
émi Liabilities Liahilities $0.00 $0.00
fm Trading $0.00 $0.00
ﬁﬁ CURRENCY $0.00 $0.00
@ HKD -HK$10,200.00 -$1,309.64
@ usD $1,309.64 $1,309.64
$, Grand Total: Net Assets: $22, 463.96 Profits: -$40.00 v

Account balances in the Accounts tab after the transfer of funds from the US Bank account to the Hong Kong bank
account.

The balances of the Asset and Equity accounts are presented with values set by the exchange rate entered
in the transaction to transfer funds on Feb. 1, 2020.

The trading accounts have been automatically created and the amounts of the transfer have been entered
into the accounts. There are no entries associated with the pre-existing opening balances of the accounts
prior to the transfer. This reflects that the trading accounts only reflect gains and losses since the book
was opened.

At this point there have been no trading gainsor losses. The bal ances of the USD and HK D trading accounts
arethe sasmewhen converted to USD. The HK D trading account hasadebit (negative balance) and the USD
trading account has a credit balance (positive balance). The net balance of the CURRENCY sub account
of Trading, and Trading itself, is 0 indicating that at this point no gains or losses have been recorded in
the trading of currencies.

Thehypothetical purchasein Hong Kong failsto take place and amonth later on Mar. 1, 2020 thefundsare
required in the US account for another purpose. A transfer of 10,200.00 HK D is made from the Hong Kong
bank account back to the US bank account. The exchangerate at thetime of thetransferis1 USD =7.7933
HKD and afee of 20.00 USD ischarged for the transfer. The transaction to effect thetransfer isasfollows:
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Figure 12.25. The Transaction To Transfer Funds From Hong Kong To US Bank Account

File Edit View Transaction Actions Business Reports Tools Windows Help

x n} L] + o ¥ ¥
Save Close Duplicate Delete Enter Cancel Blank Jump Schedule
4 f Accounts f®  US Bank(USD x f@  HongKongBank(HKD)  x M UuUsD x M HKD x b
Action | Memo Account | R Debit Credit
01/01/2020 Opening Balance Hong Kong E | :quity:Opening Balances:HKD (HKD) | n 10,000.00 10,000.00
01/02/2020 Transfer of USD to Hong Kong - Split Transaction— | n 10,200.00 20,200.00
01/03/2020 Transfer HKD to US Bank Acca 10,200.00 10,000.00
Assets:US Bank (USD) | n $1,308.82
Trading:CURRENCY:HKD | n 10,200.00
Expenses:Bank Service Charge | n $20.00
Assets:HongKong Bank (HKD) | n 10,200.00
Trading:CURRENCY:USD | n $1,308.82
Assets:US Bank (USD) | n $20.00
Acion | [ | Account | R Debit Credit |
04/05/2020 | ‘ ‘ n ‘ ‘

Present: HK$10,000.00  Future:HK$10,000.00 Cleared:HK$0.00  Reconcil..HK$0.00  Projecte..HK$10,000.00 Sort By:Standard Order ~

Enter a description of the split

The transaction transfers 10,200.00 HK D from the Hong Kong Bank account to the US Bank account.

After transferring the funds back to the US Bank account, the prices database entries are as follows:

Figure 12.26. The Price database after transfer of funds back to US account

Security ~ | Currency Date Source Type Price = ~ Add
Currencies
EUR (Euro) Remove

HKD (Hong Kong Dollar)

| Edit
HKD (Hong Kong Dollar) USD (US Dollar)  01/02/2020  user:xfer-dialog  unknow 0.128396
HKD (Hong Kong Dollar) USD (US Dollar)  01/01/2020  user:price-editor unknow 0.128800 Remove Old
Get Quotes
Close

The price database showing prices for the transfer of funds to HKD and back to USD.

The Accounts tab balances after transferring the funds back are as follows:
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Figure 12.27. The Accountstab after transfer back

*demo_trading_001.gnucash - Accounts - GnuCash

File Edit View Actions Business Reports Tools Windows Help

B B & ) x|
Save Close Open Edit New Delete
fm Accounts | gm USBank{USD) X fm HongKong Bank (HKD) X fm USD x fm HKD X
Account Name w | Description Total Total (USD) v
i Assets Assets $22,442.33 $22,442.33
im European Bank (EUR) £10,000.00 $11,220.00
1 HORG ]
ﬁﬁ US Bank (USD) $9,939.18 $9,939.18
fm Equity Equity $22,503.15 $22,503.15
i Opening Balances Opening Balances $22,503.15 $22,503.15
fm EUR (EUR) £€10,000.00 $11,220.00
fim HKD (HKD) HK$10,000.00 $1,283.15
@USD (USD) $10,000.00 $10,000.00
fim Expenses Expenses $60.00 $60.00
fm Imbalance-HKD HK$0.00 $0.00
g Imbalance-USD $0.00 $0.00
ém Income Income $0.00 $0.00
émi Liabilities Liahilities $0.00 $0.00
fm Trading $0.82 $0.82
ﬁﬁ CURRENCY $0.82 $0.82
fm HKD HK$0.00 $0.00
i USD $0.82 $0.82
%, Grand Total: Met Assets; $22,442.33 Profits: -$60.00 v

State of the accounts after the funds have been transferred back.
The Assets and Equity balances now reflect the the values of the accounts at the exchange rate for the
transfer of funds back to the US Bank account. The Trading and CURRENCY placeholder accounts now

indicate a modest realized loss of 0.82 USD on the currency transactions. The associated transfer fees
appear in the Expenses total. Not a profitable exercise but still illustrative.

Note

The gains or losses reported using trading accounts are realized gains and losses.

Finally we have the balance sheet after the above sequence of transactions reporting the Trading Loss
incurred:
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Figure 12.28. The Balance Sheet After Above Transactions

demo_trading_001.gnucash - Balance Sheet - GnuCash

File Edit View Actions Business Reports Tools Windows Help
B x = > © L] R ]
Save Close F Reload Stop Options Save Config
{4 #® HongKong - x fm USD x fm HKD X ki BalanceSheet X
Balance Sheet 31/12/2020
Assets
Assets $0.00
European Bank (EUR) €10,000.00 $11,220.00
Hongkong Bank (HKD) HK$10,000.00 $1,283.15
US Bank (USD) $9,939.18
Imbalance-HKD $0.00
Imbalance-USD $0.00
Total Assets $22,442.33
Liabilities
Liabilities $0.00
Credit Card $0.00
Total Liabilities $0.00
Equity
Equity $0.00
Opening Balances $0.00
EUR (EUR) €10,000.00 $11,220.00
HKD (HKD} HK$10,000.00 $1,283.15
USD (USD) $10,000.00
Retained Losses $60.00
Trading Losses $0.82
Total Equity $22,442.33
Total Liabilities & Equity $22,442.33

Balance Sheet after these transactions reflecting the trading loss incurred.
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Chapter 13. Business Features

Introduction to Business Features

The accounting needs of a business are quite different from that of a person. Businesses have customers
that owe money, vendorswhich are owed money, employee payroll, more complex tax laws, etc. GnuCash
offers business oriented features to facilitate these needs.

Accounts Receivable (A/R) are used by businesses to record sales for which they are not immediately
paid. Thisis represented on the balance sheet as an asset, because the expectation is that you will receive
payment soon.

Accounts Payable (A/P) record bills that businesses have received, but may not pay until later. Thisis
represented on the balance sheet as aliability because you will have to pay for them.

A/R and A/P accounts are used primarily when you have alot of bills and receipts flowing in and out, and
do not want to lose track of them just because you do not pay or get paid right away. For most home users,
A/R and A/P are too complicated to be worthwhile.

Business Setup

To set up GnuCash to handle accounts receivable or accounts payable for a company, these preliminary
steps must be done.

 Build an appropriate Account Hierarchy.

* Setup Sales Tax Tables.

* Enter the company information in GnuCash.
* Set Business Preferences.

» Set up Billing Terms.

Account Setup

There are many different ways to set up a business account hierarchy. You can start with the Business
Accounts setup which is available from the New Account Hierarchy assistant, or you could build one
manually. To access the prebuilt Business Accounts, start GhuCash and click on File - New File and
proceed until you see the list of available accounts, select Business Accounts.

The prebuilt Business Account hierarchy will not meet your needs exactly. You will need make adjust-
ments to the hierarchy so that it will meet your particular needs. It should be close enough, however, that
it is recommended you begin with it.

To use GnuCash’ sintegrated accounts receivabl e system, you must first set up a special account (usually a
sub-account under Assets) to hold transactionsfor receivables. This account must be defined with account
type A/Receivable. GnuCash will use this account to place transactions related to the integrated accounts
receivable system.

To use GnuCash’s integrated accounts payable system, you must first set up an account (usualy a sub-
account under Liahilities) to hold transactions for payables. This account must be defined with account
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type A/Payable. GnuCash will use this account to place transactions related to the integrated accounts
payable system.

Basic A/R and A/ P Account Hi erarchy:

- Asset s
- Account s Recei vabl e
- Checki ng
- Expenses
...(as required)
-l ncone
- Sal es
-Liabilities
- Account s Payabl e
- Tax
-Tax on Purchases
-Tax on Sal es

Y ou need to add additional accountsto this hierarchy for it to be useful.

Note

Y ou do not need to create an individual A/R account for each customer. GnuCash keeps track of
customers internally and provides per-customer reports based on the internal tracking. The same
appliesto A/P and vendors.

Note

If you deal with customersin more than one currency you will need a separate Accounts Receiv-
able account for each currency.

If you deal with vendors in more than one currency you will need a separate Accounts Payable
account for each currency.

Note

Transactions involving an Accounts Receivable or Accounts Payable account should not be
added, changed or deleted in any way other than by using Post/Unpost Bill/Invoice/V oucher or
Process Payment!

Setting up Sales Tax Tables

Sales Tax Tables can used to determine the tax for customer invoices (or vendor bills).
A tax table entry can be assigned to an invoice line or hill line.
Set up distinct tax tables for customers and vendors.

The default invoice tax table entry can be assigned to each customer and the default bill tax table entry
can be assigned to each vendor.

Thedefault tax table entry for new customers or new vendors can be specified in the Book Optionswindow
which can be accessed by File - Properties . Business tab.
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Sales Tax Tables are maintained using the Sales Tax Table editor which is accessed via menu Business
- SalesTax Table.

Figure 13.1. Sales Tax Tables Editor

Tax Tables
Tax Tables Tax Table Entries
Delete || New | | Edit || Delete || New

Close

Figure 13.2. New Sales Tax Table Entry

Tax Table

Name: [l ]

Tax Table Entry

Type: | Percent % .

Value:

Account: » g Assets
> @ Equity

B P ame

Cancel | OK

* Name Thisisthe tax table name.

Type Either Percent % or Value $.

» Value Thisisthe percentage or value depending on Type.

Account Thisis the account to which tax will be posted. For tax collected from customers, this should
probably be a Liability account as it must be payed to the government. For tax paid to vendors, if tax
laws alow tax paid to vendors to offset tax collected from customers, this should probably also be
a Liability account (even though it will usually have a debit balance) so that the net tax owed to the
government can be easily observed.

If you set up Tax on Purchases and Tax on Sales as subaccounts of Liabilities:Tax then the net tax will
be rolled up and can be seen in the GnuCash Accounts tab.
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If unsure about tax law requirements, get professional advice.

Thefollowing charts illustrate sample tax tables and may be used as starting points to determine the setup

appropriate for a particular jurisdiction.

Table13.1. Sample Tax Table Entriesfor EU country (e.g. 21% / 6% / 0% Belgium,

20% /5% / 0% UK etc.) (2017)

Tax Table Tax Table Entries[Asset/Lia- | Percentage or Amount
bility]

Standard VAT Sales VAT:Sales:Standard [L] 21%

Reduced VAT Sales VAT:Sales.Reduced [L] 6%

Zero-Rated VAT Sales VAT:Sdes.Zero[L] 0%
EC Sades VAT:SdesECL] 21%
VAT:Sales:Reverse EC [L] -21%
Standard VAT Purchases VAT:Purchases.Standard [A] 21%
Reduced VAT Purchases VAT :Purchases:Reduced [A] 6%
Zero-Rated VAT Purchases VAT:Purchases:.Zero [A] 0%

Table 13.2. Sample Tax Table Entriesfor Australia (2017)

Tax Table Tax Table Entries[Asset/Lia- | Percentage or Amount
bility]

Standard GST Sales GST:Sales:Standard [L] 10%

GST-free Sales GST:SdesZero[L] 0%

Standard GST Purchases GST:Purchases:Standard [A] 10%

GST-free Purchases GST:Purchases.Zero [A] 0%

Table 13.3. Sample Tax Table Entriesfor Cook County, Illinois (2017)

Tax Table Tax Table Entries[Asset/Lia- |Percentage or Amount
bility]

Chicago Sales Taxes Taxes:Sadles:State [L] 6.25%
Taxes:Sales.City [L] 1.25%
Taxes:Sales:County [L] 1.75%

Taxes.Sales:Region [L]

1%

After you have built the account structure and defined your tax tables, designate your company in the
GnuCash file. To do this, select the Business tab in the Book Options window, which can be accessed

from File - Properties.

Enter Company Information
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Figure 13.3. Entering Company Information

™ Book Options

Accounts Budgeting Busitgss Counters

Company Name:

Company Address

Company Contackt Person:
Company Phone Number:
Company Fax Number:
Company Email Address:
Company Website URL:
Company ID:

Default Customer TaxTable: | None < |

Default Vendor TaxTable: | None * |

Fancy Date Format| UK (31/12/2001) =

Months: @ Number () Abbreviation () Name
Years: [& Include Century

Sample:29/08/2015
| Reset defaults |

| Help | | Cancel | Apply OK

Here you can:

* Enter the name of your company a ong with contact information such asyour phone number, fax number,
e-mail address and website URL.

* Enter your company’s tax payer id number in the Company ID field.
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» Select default tax tables applicable to your most common customers and vendors.

Setting Business Preferences

Set options on the Business tab of the GnuCash preferences, which is accessed via Edit - Preferences
( GnuCash - Preferences on mac OS). See GhuCash Manual chapter 10.3.3 Business Book Options Tab.

Setting Billing Terms

Billing Terms can be used to determine the payment due date and be a guide for determining discount for
early payment of invoices (or vendor bills).

Note

Asof GnuCash 2.6.7, Billing Terms are only partially supported. Date dueis calculated using the
Billing Terms but discount amount is not.

Discount for early invoice payment is not implemented. There are 2 ways this may be done, al-
though neither is recommended, and professional advice should be used to confirm that regula-
tions are being complied with:

* After creating and posting a payment which paystheinvoicein full, manually edit the payment
transaction (usually strongly discouraged) and split the payment to reduce it by the amount of
the discount and create a compensating split in an income (discount) account.

» Alternatively, after creating and posting a payment for the discounted amount, create a credit
note for the discount using a specific negative sales income (discount) account for the transfer
account.

Y ou can specify the billing terms on each invoice/bill. Invoice billing termswill default from the customer
billing terms. Bill billing terms will default from the vendor billing terms.

Billing Terms are maintained using the Billing Terms Editor which is accessed via menu Business -
Billing Terms Editor .

Figure 13.4. Billing Terms Editor

Terms Term Definition
Net-15 Description: |Net 30 Days
Net-30 Type: Days

Due Days: | 30
Discount Days: | 10
Discount %: | 1.00

TN D

Delete New Edit

Close
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Figure 13.5. New Billing Term

MNew Billing Term

Name: [E l

Term Definition
Description:| Net 60 Days

Type: Days .
Due Days: | 60 -
Discount Days: | 10 -

Discounkt %: | 1.00 -

Cancel (8] 4

* Name Theinternal name of the billing term. For some examples of billing term names and descriptions
see https://wiki.gnucash.org/wiki/Payment_Terms.

* Description The description of the billing term, printed on invoices
» Thereare 2 types of hilling terms, with different information to be entered
e TypeDays
» DueDays Theinvoice or bill is due to be paid within this number of days after the post date

* Discount Days The number of days after the post date during which a discount will be applied for
early payment

« Discount % The percentage discount applied for early payment
e Type Proximo
» Due Day The day of the month bills are due
 Discount Day Thelast day of the month for the early payment discount
« Discount % The discount percentage applied if paid early

 Cutoff Day The cutoff day for applying bills to the next month. After the cutoff, bills are applied
to the following month. Negative values count backwards from the end of the month.

Accounts Receivable

Accounts Receivable (or A/R) refersto products or services provided by your company for which payment
has not yet been received.
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System Components

Transactions generated by the A/R system are recorded within the Accounts Receivable account. You
should not work directly with this account. Instead, you will work with the four integrated GnuCash A/R
application components availabl e through the Business - Customer sub-menu. Thesefour componentsare:
» Customers are people or companies to whom you sell products or services on credit.

* Invoicesrepresent the physical invoiceyou send to acustomer to request payment. Thisinvoice contains
an itemized list of things you sold.

In addition, GnuCash al so has support for Credit Notes which represent the inverse of Invoices. A credit
noteis usually handed to a customer to correct items that were incorrectly invoiced or returned.

Both document types will be set up using the same menu items. Credit notes were introduced starting
with GnuCash stable release 2.6.0.

» Jobs (optional) is where you register Customer Jobs. Jobs are a mechanism by which you can group
multiple invoices to a particular customer.

» Process Paymentsis used to register payments you received from a customer.
Customers

Customers are people or companies to whom you sell goods or services. They must be registered within
the A/R system.

New

To register a new customer, enter the menu Business - Customer . New Customer . Fill in customer
information, such as Company Name, Address, Phone, Fax, etc.
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Figure 13.6. New Customer Registration Window

NMew Customer - ABC Inc ()

Customer | Billing Information |Shipping Address |

Identification

Customer Number: [ l

Company Name: [ABC Inc l

Billing Address

Mame: [Bob McBob

Address: [123 First Awe.

Somecity, SS 12345

|
|

Phone: [515-234-55?8

Faxc: [515-235-55?9

(| W—" W T—, W—" L W—" | WL S—

Email: [abc@abc.cnm

Motes
Bob McBob, Sales Dept.

¥owea] [P

Find and Edit

To search for an existing customer, use the Business . Customer - Find Customer window. Y ou select a
customer to View/Edit from the results of the search. Thiswindow is also used to ook up customers when
creating invoices and processing payments.
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Figure 13.7. Find Customer Window

Find Customer *

Customer Search
Search Criteria
@ pdd Search for iterns where | all criteria are met 3
— =
Compary Mame % || contains | |abc Case Insensitive? | | == Bemove | [ |
Type of saarch ID# v Company Centact viewEdit Customar
New search
0ooDol  ABC Inc Bab McBob
= Refine current search Customer's jobs
Add results to current search
Delete results from curent search Custorner's Invaices
Search only active data Process Payrment
) vele Mew Custorner X Close ) Eind

If many customers match the search criteriayou provide, the search can berefined by running an additional
search within the current results. The current result set is searched when the Refine Current Search radio
button is selected. In fact, GnuCash selects this option for you after you run the initial search.

If the customer you are searching for does not match the supplied search criteria, change the search criteria,
click the New Search radio button and then the Find button. The relevant step isthe New Search selection.
If the customer is not in the result of the original search, and you only search within this set, the customer
cannot be found, regardless of new search criteria.

Note

To return alist of all registered active customers, set the search criterion to matches regex, and
place asingle dot "." in the text field area. Make sure Search only active data is checked, then

click Find. The regular expression "." means to match anything.

Invoices

New

Aninvoiceisthe paperwork you send to a customer to request payment for products or services rendered.
GnuCash can generate and track invoices.

A credit note is the paperwork you send to a customer to correct products or services rendered that were
incorrectly invoiced. GnuCash can generate and track credit notes via the same menu entries as invoices.

Note

This section applies to both invoices and credit notes. In order to avoid repeating everything
twice and to keep the text easier to read it will refer only to invoices. Y ou can apply it equally to
credit notes. Only where the behavior of credit notes differs from invoices thiswill be explicitly
mentioned.

To send aninvoiceto acustomer you must first create the new document. To create an invoice use Business
- Customer - New Invoice . The New Invoice window must befilled in appropriately.
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Figure 13.8. Creating a New I nvoice

New Invoice

Invoice Information

Invoice ID [

|
Date Opened |04/19/06 ]

Billing Information

Customer [AE!C Inc ” Select...

Job [ ” Select...

Billing ID |ABC Purchase Order # 12088 |

Terms | 30 Days =
MNotes
Your personal notes go here. -
Motes do not appear on printed invoices.

o] [ P

When you click the OK button, the Edit Invoice window opens.

Edit

From the Edit Invoi ce window you can enter an itemized list of goods and servicesyou sold on thisinvoice

in amanner similar to how the account register works. For credit notes you enter an itemized list of goods
and services you refunded instead.

Figure 13.9. Edit Invoice Window

3 documentation = Edit Invaice - 000001
fle Edt Mew Actions Businass Beports Tols  Wndows Halp

H o ox = + X o i ¥
Sava Closa Ed# Imoica  Entar Cancal Delete Buplicate  Blank Past

|Q Accounts | Edit Invoice - 000001 X

Inwic @ Informiation Eilling Informatian MNatas
Invpice 1D 000001 Customer| ASC Inc Edit... | Your parscnal notes go here. 2
Mates do not appear on printed imaices,
Date Opened Job Edit...|
o Active Billing ID| A8C Purchase Ordar # 12988

Terms: H

Invoice Entrias

04/19/D6 X Nails Material  Income:Sales 100000 010 % < x 10000  0.00
04/19/D6 X _Hammer Material  Incame:Sales 100 50000 % < S.00 X 475.00  0.00)
o] t t t [ % < r X 0.00  0.00

&l IO
Total: $575.00 Subtotal: 357500 Tax:$0.00
‘wednesday 19 April 2006
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Post

Find

Print

When you have finished entering all the items, you can Post and print the invoice.

When you finish editing an invoice and are ready to print, you must Post the invoice. The invoice does
not have to be posted immediately. In fact, you should only post an invoice when you are ready to print it.
Posting an invoice places the transactions in an accounts receivable account.

Figure 13.10. Post I nvoice Window

Question
@ Do you really want to post the invoice?
2
Post Date |04/19/06 ]
Due Date
Description “ ]

Post to Account [Assets:ﬁccnunts Feceivi| » H Mew... |

+| Accumulate Splits?

‘ XQance|| ‘ @QK ‘

To find an existing invoice, use the Business . Customer - Find Invoice menu item. From the results of
the search, you can select an invoice to edit or view.

Note

Before you can edit a posted invoice, you will need to Unpost it.
One of the design goals in GnuCash’s Account Receivable system was to allow different processes to get
to the same state, so you can reach an invoice from different directions based on the way you think about
the problem:
» You can search for the customer first, then list their invoices.

* You can search for invoices by number or by company name.

* You can list invoices associated with a customer job.

After you post an invoice, you should print it and send it to your customer. To print an invoice use File
- Print Invoice menu item.
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Figure 13.11. Invoice Print Output

Invoice #000001

Invoice Date: 04/19/06 My Compan)da
aine 9876 Second St.
Due Date:  05/19/06 othercity, S5 12345

April 19, 2006
ABC Inc
123 First Ave
Somecity, 55 12345

Reference: ABC Purchase Order # 12988
Terms: 30 Days - same as cash

Date Description C:;;ge Quantity ;j'?:te Discount | Taxable Total
04/19/06 Mails Material 1,000.00 $0.10 0.00% [ $100.00
04/19/06 Hammer Matenal 1.00 $500.00 5.00% [ $475.00
Subtotal . - $575.00
Tax £0.00
Amount $575.00

Due

Thank you for your patronage

Note

Y ou can modify the appearance of theinvoice, |E: add acompany logo, etc. To do so, seethethe
section called “ Changing the Invoice Appearance”.

Invoices can also be printed from the main window by selecting Reports - Business Reports - Printable
Invoice from the main menu. The resulting report window statesthat no valid invoiceis selected. To select

theinvoiceto print:

1. Usethe Options Toolbar button or select Edit —. Report Options from the main menu.
2. Select the General tab of the report options dial og.

3. Click the Select button next to the Invoice Number field.

4. Search for the invoice as usual.

Y ou can aso print invoices from within the Process Payment dialog. See the the section called “Process
Payment” for instructions on how to do so.

Assign Starting Invoice Number

By default, GnuCash starts with invoice number 1 and increments from there. Y ou can manually type an
invoice number into the text box each time you create an invoice, but this gets tiring and sooner or later
leads to duplicate numbers.

You can change the starting invoice number if it is important you. Use File - Properties , access the
Counters tab, change the Invoice number value to be one less than your desired starting invoice number
and click the OK button or the Apply button.

Customer Jobs

Customer Jobs are used to group multiple invoices and credit notes to the same customer. Use of the
Customer Jobsfeatureisoptional. Thefeatureisuseful when you have multiplejobsfor the same customer,
and would like to view all the invoices and credit notes related to asingle job.
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Figure 13.12. New Customer Job

|—’ New Job - ABC Deck Construction () ¥

Job Information

Job Mumber [ l

Job Name [AE!C Deck Construction l

Cwner Information

Customer [ABC Inc ” Select... |

Billing ID |ABC Purchase Order # 12088 |

Active
+| |ob Active

(e Help ‘ X gancel| ‘ &P ok ‘

To use customer jobs, you must create them using the Business . Customer . New Job menu item. You
will see the New Job window.

To edit an existing customer job, use the Business - Customer - Find Job menu item. Select the desired
job in the search results, and click the View/Edit Job button.

To select from the invoices and credit notes associated with a given job, use Business - Customer - Find
Job menu item. Select the desired job in the search results and click the View Invoices button. A window
listing invoices and credit notes associated with this job appears. Select an invoice or credit note and click
the View Invoice button to open an invoice editor in the main application window.

Process Payment

Eventually, you will receive payment from your customers for outstanding invoices. To register these
payments, use the Process Payment application found in Business . Customer - Process Payment .
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Figure 13.13. Process Payment From Customer

&= GnucCash &
Payment Information Transfer Account
Customer [Franky Customer ” Select...| v fm Assets
Invoice [000001 (posted) ” Select...| ¥ ) Current Assets
Date [11;24;2010 “i| fm Checking Account
Amount [121.00 | é Petty Cash
Num [ fm Savings Account
P Liabilities
Memo | | ®
Post To
[Assets:,ﬂ\cccunts Receivable | v |
| Cancel | | 0K

Changing the Invoice Appearance

The default Invoice style, as shown in the section called “ Print”, isfairly barren. The default invoice style
leaves the top part of the form blank, so you can print on company |etterhead paper. There are some things
you can do to change invoice appearance.

UseFile - Propertiesto enter your Company information in the Businesstab of the Book Optionswindow.
Some of the entered information is printed on the right side of invoices.

To add a customized background, heading banner or logo to invoices, modify the invoice style sheets. To
do this, go to Edit - Style Sheets and select the New button in the Select HTML Style Sheet window that
will appear. You will then see awindow like this:

Figure 13.14. New Style Sheet Window

Mew style sheet info

Name: [Cu5tom Invoice ]

Template: |FE|FIC‘_5|’ e |

| Cancel || OK |

Give aName to the new style sheet (e.g. Custom Invoice) and select the Fancy Template. When you click
the OK button, the HTML Style Sheet Properties window is displayed. This window presents you five
sections listed in the left pane: Colors, Fonts, General, Images, and Tables. The Colors section alows
you to change the colors of various items of the invoice. The Fonts section lets you set fonts type and
dimensions. The General section allowsyou to set the Preparer and Prepared for information, and to Enable
Links. The Images section allows you to import graphics into the style sheet. The Tables section allows
you to adjust the spacing around the tables which make up the invoice.

Toinclude acompany logo, banner heading and background image, use your favorite graphics application
such as The Gimp or Apache OpenOffice/LibreOffice Draw to save the images in either GIF or PNG
format. Then import them into the style sheet using the Images section described above.
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Below is an example that imports all three types of images.

Figure 13.15. HTML Style Sheet Example Window

4 HTML Style Sheet
Colors S
Eonts Background Tile: | = background.png | | Clear|
General . ; ——
Heading Banner: |g,, headingbanner.png | |Clear|
Tables Heading Alignment: | Left |3
Logo: [g., companylogo.png l | Clear|
| Reset defaults |
| Help | | Cancel | | Apply | | OK |

The HTML Style Sheets window with an example Background Tile, Heading Banner, and L ogo.

Note

The images are placed in the invoice as follows. The Background Tile is tiled to become the
background image, the Heading Banner goes to above the invoice text, and the Logo is placed in
the upper left corner of the invoice to the left of the Heading Banner. Y ou will probably have to
try afew different sized images until you get theinvoicesto print nicely. Some sizing suggestions
are that the Logo should be 1 square cm (~0.5 inch), and the Heading Banner should be 15 cm
(~6 inches) wide and 1 cm (~0.5 inch) tall.

With the style sheet configured, when you print the invoice, you select the style sheet to use from the
Options menu. Below is the resultant invoice after applying the style sheet demonstrated above.
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Figure 13.16. HTML Style Sheets Example Output

My Company
Logo

Invoice #000001

Invoice Date: 04/L9/06 My Comipany

Due Date:  0S5/19/06 9876 Second St.

Othercity, 55 12345
April 23, 2008

ABC Inc

123 First Awve,

Somecity. 55 12345

Reference: ABC Purchase Order # 12988

Terms: 30 Days - same as cash

Date Description CI;:;EQ Quantity I-ll-':q:le Discount |Taxable | Total

04/19/06 Nails Material | 1.000.00 $0.10 0.00% $100.00
D4/19/06 | Hammaer Material 1.00 | $500.00 5.00% $475.00
Subtotal $575.00
Tax $0.00
Amount

Due £575.00

Thank you far your patronage

The hideous invoice which results from the graphics selected in the style sheet.

Accounts Payable

Accounts Payable (or A/P) refers to the accounting of products or services which a company has bought
and needs to pay for.

System Components

GnuCash has an integrated accounts payable system. The transactions generated by the A/P system are
placed within the A ccounts Payabl e account, asarecord of what occurs. Generally you do not directly work
with this account but use the four integrated GnuCash A/P application components. The A/P components
are available from the Business - VVendor sub-menu. These A/P components are:

» Vendors are people or companies from which you buy products or services on credit.

* Billsrepresent the physical bills vendors send to request payment from you. A bill contains an itemized
list of things you purchased.

In addition, GnuCash also has support for Credit Notes which represent the inverse of Bills. A credit
note is usually received from a vendor to correct items that were erroneously billed or returned.

Both document types will be set up using the same menu items.

» Jobs(optional) iswhereyou register Vendor Jobs. Jobs are mechanism by which you can group multiple
bills from a particular vendor.

* Process Payments is where you register payments to a vendor to whom you owe money.

The following sectionsintroduce the individual Accounts Payable application components.
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Vendors

New

A vendor isacompany or person from whom you purchase goods or services. Vendors must be registered
within the A/P system.

To register anew vendor, select the Business . Vendor . New Vendor menu item. Fill in general infor-
mation about the vendor, such as Company Name, Address, Phone, Fax, etc. Below is alist of the other
options:

Thisiswhat the New Vendor registration window looks like:

Figure 13.17. New Vendor Registration Window

New Vendor - BCA Corp ()

Vendor | Payment Information

Identification

Vendor Number: [ ]

Company Name: [E!CA Corp ]

Active

Payment Address

MName: [Jne Receivable

Address: [321 Second St

[Snmenthercity, SC 54321

|
|

Phone: [322-555-2345

Faxc: [322-555-2345

(I L W— L W T— | W— W—" | W— L S—

Email: [bca@bca.cnm

Motes
Track any other comments here|

Help XQEnce|| ‘ @QK ‘
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Find and Edit

To search for an existing vendor, use the Business - Vendor - Find Vendor window. Y ou select avendor
to View/Edit from the results of the search. This window is also used to look up a vendor when entering
bills and processing payments.

Figure 13.18. Find Vendor Window

Find Vendor x

Saearch for tems where | all criteria are met | %

Company Name % || matches regax Casa Insensitival | | = Remove | | |

Typa of search
l wiew/Edit Vendor
Mew search

® Refine current search vendar's jobs
Add results to current search

Delete results from curent search

Search only active data

B belp

wendor's Bills

Pay Bill

Mew Vendor

Bills

New

If many vendors match the search criteria you provide, the search can be refined by running an additional
search within the current results. The current result set is searched when the Refine Current Search radio
button is selected. In fact, GnuCash selects this option for you after you run the initial search.

If the vendor you are searching for does not match the supplied search criteria, change the search criteria,
click the New Search radio button and then the Find button. The relevant step isthe New Search selection.
If the vendor is not in the result of the original search, and you only search within this set, the vendor
cannot be found, regardless of new search criteria.

Note

Toreturnalist of all registered active vendors, set the search criterion to matchesregex, and place
asingle dot “.” in the text field area. Make sure Search only active data is checked, then click
Find. The regular expression “.” means to match anything.

A bill isarequest for payment you receive from a vendor. GnuCash can track hills.

A credit note is the document you receive from avendor to correct products or services rendered that you
were incorrectly charged for on a bill. GhuCash can generate and track credit notes via the same menu
entries as bills.

Note

This section appliesto both billsand credit notes. In order to avoid repeating everything twice and
to keep the text easier to read it will refer only to bills. You can apply it equally to credit notes.
Only where the behaviour of credit notes differs from bills this will be explicitly mentioned.

When you receive a bill from a vendor and want to enter it into GnuCash, you must create a new hill.
To create a new hill use the Business . Vendor . New Bill menu item, and fill in the resulting window
appropriately.
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Figure 13.19. New Bill Registration Window

New Bill

Invoice Information

Invoice IO [ l

Date Opened |05/18/06 ]

Billing Information

endor [Paper Supply Curporatic” Select... |

Job [ ” Select...

Billing 1D | |

Terrms | Mone =

Default Chargeback Project

Customer [ ” Select...

Job

MNotes
Additional notes about the bill go here |

o] [ P

When you click the OK button the Edit Bill window opens.

Edit

From the Edit Bill window you can enter anitemized list of goods and servicesyou purchased, in amanner
similar to how the account register works. For credit notes you enter an itemized list of goods and services
the vendor refunded instead.
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Figure 13.20. Edit Bill Window

documentation - Edit Bill - 000002

Ble Edt ‘dew Actions Business Beports Bals Windows Help

=] x = L 4 =] | 4 &
Save  Close  Editimwoics  Erter  Cancel  Delete  Ouplicate  Elank Post
| @ Accounts| Edit Bill - ppoDoz %
Imveica Informatian Billng Informatien Mates —
nvaica 10[ 000002 vendor Paper Supply Corporatic] Edit.., | Addianal notes about the bl go here, =
Date Opaned Kb Edit...
< Active eilling 1D
Terms =
Default Chargeback Project
Custamer: Edit... Job Edt
Irvoics Erftries
05/18/06  Lettechead Materisl @ensesOffice Supphes 5,00 1500 X 75.00
Q5/18/06  Erwvelopes Material @enses:Office Supphes 50000 008 X 5.00
asagos | | X 0.00

a[
Total $100.00  Subtotal $100.00  Taw: $0.00
Entter the Entry Description

When you have finished entering all the items, Post the hill.

Post
When you finish editing a bill, you should Post the bill. Y ou do not have to post the bill, you can close
it and return to it later. Y ou have to post the bill eventualy. Posting a bill places its transactions into an
accounts payable account. The Post Bill window appears and asks you to enter information:
Figure 13.21. Post Bill Window
Question
@ Do you really want to post the invoice?
2
Post Date |05/18/06 ]
Due Date |05/25/06 ]
Description “ ]
Post to Account [Liabilities:Accnunts Pay: V” New...|
Accumulate Splits?
P
‘ X Cancel | ‘ @QK ‘
Find

Tofind an existing bill, use the Business - Vendor - Find Bill menu item. From the results of the search,
you can select a bill to edit, or view.
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Note
Before you can edit a posted bill, you will need to Unpost it.
Note

There are other ways to access an existing bill. These are similar to accessing invoices for your
customers. See the section called “Find” for more information.

Vendor Jobs

Vendor Jobs are used to group multiple bills and credit notes from a single vendor. Use of the vendor jobs
featureisoptional. The feature is useful when you have multiple jobs for the same vendor, and would like
to view all the bills and credit notes for asingle job.

To use vendor jobs, you must create them using the Business - Vendor - New Job menu item. Y ou will
see the New Job window.

Figure 13.22. New Vendor Job

—’ New Job - 2006 Computer Upgrades tdl

Job Information

Job Mumber [ l

Job Name [ZDDE Computer Upgrades l

Owner Information

............................

Billing 1D | ]

Active
+| Job Active

o] [ D

To edit an existing vendor job, use the Business - Vendor -. Find Job menu item. Select the desired job
in the search results, and click the View/Edit Job button.

To select from the bills associated with a given job, use Business - Vendor - Find Job menu item. Select
the desired job in the search results and click the View Invoices button. A window listing bills and credit
notes associated with this job appears. Select a bill or credit note and click the View Invoice button to
open abill editor in the main application window.

Process Payment

Eventually, you need to pay your bills. To do so, use the Process Payment application found in Business
- Vendor - Process Payment .
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Below is the GnuCash Accounts Payable payment window.

Figure 13.23. Process Payment To Vendor

= Gnu€ash =
Payment Information Transfer Account
vendar [ABC Inc. ” select...||| ¥ fm Assets
Bill (000001 (posted) | select,..| |~ & Current Assets
— ém Cash in Wallet
Date [11/24/2010 [~ e |
Amount [60,50 ] fm Petty Cash
Num [ fm Savings Account
i Liabilities
Memo | )| ®
Post To
[Liabilities:Accounts Payable | v |
Cancel | | OK

Payroll

Payroll isafinancia record of wages, net pay, paid vacations, and deductionsfor an employee. Thissection
demonstrates how to track payroll using GnuCash.

Basic Concepts

Payroll isafinancia record of wages, net pay, paid vacations, and deductions for an employee. Basically,
anything that relates to giving money or benefitsto an employee. Payrall is one of the more complex tasks
in accounting, because there are many different accounts, people, and agenciesinvolved in paying salaries.

Payroll is typically accounted for as an expense. Sometimes accountants “store” some payroll expenses
in a short term liability account. This is useful for things such as payroll taxes, which may be paid at a
different time than the employee. The employee might get paid biweekly, while taxes are paid quarterly.
This chapter presents a methodology which expenses payroll immediately for salaries, but stores taxesin
liahility accounts.

Note

GnuCash does not have an integrated payroll system. While you can track payroll expensesin
GnuCash, the calculation of taxes and deductions has to be done outside of GnuCash.

Account Setup

Local tax law must be considered when setting up accounts. Because there are many different ways payroll
taxes are handled throughout the world, this section presents avery simple structure. From this, you should
be able to adapt your particular payroll deductions setup.

Assume that you must pay 2 taxes, Tax1 and Tax2, and that each has an employee contribution and an
employer contribution.

Theemployee ssaary and thesetwo taxes are expense accounts. Thetax componentsareliability accounts.
The tax liability accounts are where you accumulate the taxes withheld for all of your employees. The
taxes are later paid to the appropriate government agency.
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Si npl e Payrol |l Account Layout:

- Asset s

- - Checki ng

-Liabilities

--Taxl (short term “storage” account)
--Tax2 (short term “storage” account)
- Expenses

--Sal aries

--Tax1

- - Tax2

Note

Resist the temptation to create per-employee sub-accountsto track individual salaries. Creating a
sub-account for each empl oyeeleadsto unmanageably largelistsof accounts. Imaginetheaccount
structure after a few years of employees coming and going. It is much simpler to keep all of
your employees’ payroll recordswithin asingle account (Expenses. Salariesfor example) and use
reports to view per-employee information.

The Transaction report can be used to sort and total by description or memo (but not by part of
them).

To report salary transactionsfor a specific employee where the employee name or codeis entered
in the transaction description or memo, use the Find Transaction assistant ( Edit - Find ) to select
the transactions, and then report on them using Reports - Account Report . Further formatting
or analysis may be done by copying and pasting the report into a spreadsheet. See Find Trans-
action [https.//www.gnucash.org/docs/vhone/ C/gnucash-manual /tool -find.html 2tool -find-txn] in
the GnuCash Manual .

Payroll Protocol Sample

GnuCash does not have an integrated payroll system. GnuCash can track your payroll expenses, but you
need to develop a payroll protocol and perform the cal culations outside of GnuCash, in a spreadsheet for

example. In this section, one such protocol is presented. Y ou can use the sample protocol as amodel.

Step 1: Deductions list

The first step to the payroll protocoal is to create a list of al the possible taxes and deductions for each
employee. Each entry should include definitionsand formulasfor cal cul ating each value. Oncethe protocol

is established it needs to be changed only when payroll laws or tax rates change.

In the proposed scenario, such alist would look like this:

E _GROSS SALARY - Employee gross salary

E_TAX1 - Employee contribution to tax1 (X% of E_GROSS_SALARY)
E_TAX2 - Employee contribution to tax2 (X% of E_GROSS_SALARY)
C_TAX1 - Company contribution to tax1 (X% of E_GROSS_SALARY)
C_TAX2 - Company contribution to tax2 (X% of E_GROSS_SALARY)

Note

The employee’' s net salary (E_ NET_SALARY) isdefined asE_GROSS SALARY - E TAX1-
E_TAX2 and need not be placed in thislist since it is composed of items that already exist.
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Place the actual formulas for calculating each deduction in this list. Sometimes these formulas are quite

complex, and sometimes they simply say "look it up in table XY Z of the tax codes".

Notice that you can calculate some interesting values using the above definitions. One such value is the

total cost to the company: E_ GROSS SALARY + C TAX1+ C TAX2.

Step 2: Create the Transaction Map

When you record payroll in GhuCash, do so with asingle split transaction. This split transaction popul ates

the appropriate expense and liability accounts. If you need to look the payroll details at alater time, open
the split transaction.

With the deductionslist from above, an employee split transaction map can be generated. Each of theitems

in the list is mapped to a GnuCash account.

Table 13.4. Payroll Transaction Map

Account Increase Decrease
Assets:Checking E NET_SALARY
Expenses:Salaries E_GROSS _SALARY

Liabilities: Tax1 E TAX1
Liabilities: Tax2 E_TAX2
Expenses.Tax1 C TAX1

Liabilities: Tax1 C_TAX1
Expenses.Tax2 C TAX2

Liabilities: Tax2 C_TAX2

Note that the C_TAX1 and C_TAX2 components have entries in the both the liability and expense ac-
counts. The company component of each tax is expensed at the time of payroll, but remains a liability

until taxes are due.

Step 3: Pay the Employee

Go to the account from which the employee will be paid, for example your Assets. Checking account. Open
a split transaction and enter the real values using the Transaction Map above as a guide. Repeat this for

all employees.

Tip

Thismanual processistedious, especialy if you have alarge number of employees.

One GnuCash tool you certainly want use when entering employee payroll isduplicate transaction
(use the Duplicate Toolbar button). This saves you from having to enter all the transaction splits
for each employee. You still need to change the amounts of money to match each employee's

real payroll values, but you will not have to build the split for each employee.

If payroll transactions do not change significantly every pay period, you can also usetheduplicate
transaction feature to duplicate each employee’s most recent payroll transaction for the current

pay period. If you find you are doing so all thetime, read about the Schedul e Transactions feature
and save even more time!
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Step 4: Pay the Government

Thefinal thing to do isto pay the taxesto the government. The liability accounts have been collecting the
taxes for various government agencies, and periodically you need to send a check to the government to
pay thischarge. To do so, you simply enter a 2 account transaction in (for example) your checking account
to pay off the tax liability. The transaction is between the checking account and the liability account, no
expense account isinvolved. The expense accounts are charged at the time the tax liability is recorded.

Business Payroll Example

Using the account setup seen previoudly, let's go through an example. Assume that there are 2 employees
(E1 and E2) who each earn $1000 per month gross salary. The employee contribution to Tax1 and Tax2
are 10% and 5% respectively. The company contribution to Tax1 and Tax2 are 15% and 10% each on top
of the employee’ s gross salary.

Starting with $50k in the bank, and before doing any payroll, the account hierarchy looks like this:

Figure 13.24. Payroll Example: Initial Setup

E payroll - Accounts =01Ed

File Edit View Actions Business Reports Tools Windows Help
= &
Save Mew
|@ Accounts |
Account Name v  Type Total 3
v fm Assets Asset $50,000.00
fm Checking Asset $50,000.00
~ fm Equity Equity $50,000.00
fm Starting Balances Equity $50,000.00
- Expenses Expense £0.00
im Salaries Expense H0.00
i Tax1 Expense $0.00
@T‘axz Expense $0.00
= fm Liabilities Liability $0.00
fm Tax1 Liability $0.00
i Tax2 Liability $0.00
‘ %, grand total: Assets: $50,000,00 Profits: $0.00 =
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The deductions list for employee 1 are:

¢ E_GROSS SALARY - Employee gross salary - $1000

» E_TAX1 - Employee contribution to tax1 - $100 (10% of E_GROSS SALARY)

Table 13.5. Payroll Transaction Map for Employee 1

E_TAX2 - Employee contribution to tax2 - $50 (5% of E_GROSS_SALARY)
C_TAX1 - Company contribution to tax1 - $150 (15% of E_GROSS_SALARY)

C_TAX2 - Company contribution to tax2 - $100 (10% of E. GROSS SALARY)

Account

Increase

Decrease

Assets:Checking

$850 (E_NET_SALARY)

Expenses.Salaries

$1000 (E_GROSS_SALARY)

Liabilities: Tax1

$100 (E_TAX1)

Liabilities Tax2 $50 (E_TAX2)
Expenses: Tax1 $150 (C_TAX1)

Liabilities Tax1 $150 (C_TAX1)
Expenses.Tax2 $100 (C_TAX2)

Liabilities Tax2 $100 (C_TAX2)

From the checking account, enter the split transaction for employee 1. It should look like this:

Figure 13.25. Payroll Example: Employee Split Transaction

file Edit \jew Tapsaction Actions Business Beports Tools Windows Help
= " g + X =
Save Close Duplicate  Delete Erter cancel Blank split Jurmp
i Chacking %
| | Action [ Memo | Account |R|increase [Decrease | -
05/18/06 1234 EL 850.00 49,150.00 |
Expenses:Salanes n  1,000.00
C_TAX1 Expenses Taxl n 150,00
C_TAXZ Expenses Tax2 n 100,00
C_TAX1 Liabilities Tax1 n 150.00
C_TAX2 Liabilities Tax2 n 100.00
Assets:Chacking n 850.00
E_TAX1 Liabilities Tax1 n 100.00
E_TAXZ Liabilities Tax2 n 50,00
N NE
Present:$49.150.00 Future:$49.150.00 Cleared:$0.00 Recenciled:$0.00 Projected Minirmum: $49,150.00
Enter a description of the split

The Split Transaction for Employee 1

Tip

When paying employees, enter only the employee name in the Description area. If you decide
to use GnuCash'’s check printing capabilities, the check is automatically made out to the correct
employee. If you want to record other information in the transaction besides the employee name,
use the Notes area, available when viewing the Register in double-line mode.

Repeat this for the second employee, which leaves the account hierarchy looking like this:
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Figure 13.26. Payroll Example: Accounts After Salaries Paid

payroll = Accounts

File Edit View Actions Business Reports Tools Windows Help

H * = @ @ &

Save Open  Edit Mew Delete
@ Accounts
Account Name v  Type Total |} <]
= fm Assets Asset $48,300.00
it Checking Asse $48,300.00
= fm Equity Equity $50,000.00
f@ Starting Balances Equity £50,000.00
- i Expenses Expense $2,500.00
im Salaries Expense $2,000.00
fm Tax1l Expense $300.00
i Tax2 Expense $200.00
~ fm Liabilities Liability $800.00
fm Tax1l Liability $500.00 n
i Tax2 Liability $300.00 T
| %, grand total: Assets: $47,500.00 Profits: -$2,500.00 = |

Now, you will enter the company contributions. The Liabilities: Tax1 and Liabilities: Tax2 accounts track
how much you must pay to the government for each tax type. When it is time to pay these agencies, you
will make a transaction from the checking account to these liability accounts. No expense accounts are
involved. The main account will then appear like this:
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Figure 13.27. Payroll Example: Accounts After Paying Gover nment

payroll = Accounts

File Edit View Actions Business Reports Tools Windows Help
B *x & @ @ @
Save Mew
@ Accounts
Account Name v  Type Total 3
= fm Assets Asset $47,500.00
fm Checking Asset $47,500.00
= fm Equity Equity $50,000.00
f@ Starting Balances Equity £50,000.00
- i Expenses Expense $2,500.00
im Salaries Expense $2,000.00
fm Tax1l Expense $300.00
i Tax2 Expense $200.00
~ fm Liabilities Liability $0.00
fm Tax1l Liability $0.00
i Tax2 Liability $0.00
| %, grand total: Assets: $47,500.00 Profits: -$2,500.00 = |
| |
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Chapter 14. Budgets

This chapter explains how to create and use budgets with GnuCash.

Basic Concepts

A budget is a tool for estimating expected income and expenses. You can use it to help you plan how
you intend for your finances to change over a period of time, and to examine how your actual financial
transactions for the period compare to your planned transactions.

The budgeting concept is quite general, so GnuCash offers abudgeting tool that is both simple and flexible.
Y ou, the user, have to decide how complex or simple you want to make your budget. This guide will help
you make some of those decisions.

Terminology

There are afew helpful terms listed below that will be used to discuss budgeting.

Budget - A financial plan describing the expected revenues and/or disbursements for a particular time
period

Cash Budget - A budget planning for expected cash receipts and cash disbursements. Thistype of budget
tracks cash flow -- where your money comes from, where it goes, and, of course, how much.

Expense Budget - A budget chiefly for planning what you spend your money on. This type of budget
tracks your expenses. It is typically not concerned with things like appreciation or repayment of liabil-
ities. However, it would account for interest charges. For example, if you buy $100 worth of groceries
with your credit card, you incur an $100 expense for groceries, and a $100 liability to your credit card
company. When you pay the credit card bill for $110, you are incurring an additional interest expense
of $10. An expense budget plans for the transaction of buying the groceries and paying the interest, but
not the transaction of repaying the credit card company.

Capital Budget - A budget that describes a plan for paying for alarge future expense, often through a
combination of saving and borrowing money. Note: Capital budgets can sometimes get quite complex
because they can try to answer the question " Can we afford to do such-and-such?" by exploring various
hypothetical scenarios that can involve hypothetical accounts.

Budget Period - The period of time during which the plan is expected to take place. The most common
budget periods are annual and monthly. Sometimes, you may budget for several consecutive periods
at once, for convenience or for finer-grained planning. For example, an annual budget may include 12
monthly budget periods.

Creating a Budget

Even before you begin to make a budget, it's important to have given some thought to your account
hierarchy. For example, if you want to budget a certain amount for your electric bill and a certain amount
for your water hill, you can’t have only an Expenses: Utilities account. Y our accounts must be at least as
specific as your budget.

Choose Which Accounts To Budget For

Thefirst step in creating abudget isto decidewhat it isyou want to planfor. Thisdecision will affect which
accounts you include in your budget. For example, if you are only interested in tracking your expenses,
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you may create an expense budget by only entering amounts for expense accounts. On the other hand, if
you want to track all of your cash flow, you may create a cash flow budget by entering amounts for asset,
liability, income and expense accounts.

Before you begin to create your budget, you need to make two decisions. What accounts do | want to
budget for? and When do | want my budget to befor?Y ou can always change your mind | ater, after you' ve
created a budget, but you need to start with something.

Tip
As arule of thumb, if you mostly care about what you spend your money on, you may want to

make an expense report. If you' re also concerned about having enough money in the right places
at the right times, you may want to use a cash-flow budget.

Choosing a Budget Period

Before creating abudget you must also decide what period of time you want to plan for. The most common
budget periods are monthly and annual. If you want your budget to plan for changes in financia patterns
over time, then you should include multiple budget periods in your budget. For example, if you want to
plan on having higher utility expensesin the winter than in the summer, then you might break your annual
budget into 4 quarters or even 12 months, and budget a higher value for the winter periods than for the
summer periods.

Getting Started

To create your first budget click on Actions - Budget ~ New Budget . You will immediately see a new
budget with the default settings and no entries. Then click on the Options button. The most important
options are the budget period and the number of periods. For the budget period, choose the beginning date
and the smallest period of time that you want to plan for. Then, for the number of periods, choose how
many periods you want to plan for.

The budget page now shows a list of accounts with a column for each budget period. The date shown in
the title of each column is the beginning of that budget period.

Entering Budget Values

Now, you must enter the budget values - the amounts that you expect the account balances to change
during the budget period. There are two ways to enter budget values. The first way isto simply click on
the cell and enter an amount.

If you have past transactions recorded in GnuCash, the second way is to let GnuCash estimate the budget
values by looking at thosetransactions. First, select the accountsyou want GnuCash to estimate. Then click
on the Estimate Toolbar button. In the Estimate Budget Values dialog, select the date past which GnuCash
should look for past transactions. GnuCash will start at that date and look forward for the duration of your
budget. For example, if you are making an annual budget, and you select Jan. 1, 2005, GnuCash will look
at al the transactions in that account from Jan. 1, 2005 through Dec. 31, 2005.

Budget Reporting

Y ou’ve already done the hardest part - creating your budget. But now you want to know how your actual
financial transactions compare to your plan. Y ou need to run the Budget Report.
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Click on Reports - Budget - Budget Report . For each account, the Budget Report will show the budgeted
and the actual amountsin two adjacent columnsfor each period in the budget. If you have created multiple
budgets, you can use the Budget Report Options to select which budget to use in the report.

Two other types of budget reports are commonly used in the small business setting. They are the Budgeted
Income Satement and the Budgeted Balance Sheet.

Budgeted Income Statement

The budgeted income statement is similar to the income statement. Both show the revenues and expenses
for agiven period aswell asthe profit, which isthe difference revenue - expenses. Theincome statement is
based on historical data, but the budgeted income statement is based on the predictions madein the budget.

Budgeted Balance Sheet

The budgeted balance sheet is similar to the balance sheet. Both show the assets, liabilities, and equity.
The differenceisthat the balance sheet is based on historical data, and the budgeted balance sheet is based
on the predictions made in the budget.
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Chapter 15. Other Assets

General Concepts

This chapter presents many additional accounting treatmentsfor frequently encountered business and less-
frequently found personal activitiesthat need recording in accounting books. The explanations bel ow cover
both the description and purpose of the activity, and they include also the usual accounting treatments
(bookings or recordings) for these transactions.

These concepts have evolved over centuries of experience by those keeping accounting records and will
help you maximize your record keeping's utility and meaningful ness.

This section introduces categorization of assets in the balance sheet based on time or the asset’s useful
life (current and long-term). Sometimes assets are also considered from the standpoint of their liquidity
, Which is regarded as how close or distant the asset is from being turned into cash. Near-cash assets are
relatively quickly converted to cash (e.g., accounts receivable), while assets requiring rather along time
to convert to cash are considered to be relatively fixed in their non-cash state (e.g., heavy equipment,
buildings, land). (Fixed does not mean they were repaired!)

Y ou should find that current assets parallel those with more liquidity, while long-term and fixed assets are
those with much less liquidity. Finally, below you will find a few assets that could be either current or
long-term based on the nature of the facts constituting them.

Other Assets Described

Current Assets

Current Assets are those activities whose normal expected life would be one year or less. Such activities
could be tracking reimbursable expenses, travel advances, short-term loans to afriend or family member,
prepaid expenses, annual insurance premium amortization, and so on. The individual entity could have
many other kinds of short term activities that reflect what it is doing. (These asset types are explained
individually below.)

Long-term (Fixed) Assets

Long-term (Fixed) Assets are those activities whose normal expected life exceeds one or moreyears. This
grouping covers both tangible and intangible assets. Examples of tangible assets are land, buildings, and
vehicles (cars, trucks, construction equipment, factory presses, etc.) Intangible assets include such things
as patents, copy rights, goodwill, etc. Because the lives of some of these assets show wear and tear and
deterioration in value over time, businesses and individuals can allow for that diminution in value by
calculating depreciation on such assets. For example, land normally does not depreciate, but buildings do,
as do equipment and vehicles. (These asset types are explained individually below.)

Current Assets

This section explains short-term receivables, reimbursable expenses, travel advances, prepaid premiums,
prepaid rent, suspense or wash accounts.
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Short-term Receivables

This kind of account is useful to reflect an agreement made with someone you trust. Suppose you lent
someone $500 and he agreed to repay you $50 a month. If he paid on time, the loan you made would be
paid off within a year, which is why it is classified as a short-term receivable. So you could record that
loan initialy in this account tree: Other Assets: Current Assets.LoanToJoe. At the time you give him the
money: your entry is debit (increase) LoanToJoe $500 and credit (decrease) Bank $500. Each time you
receive Joe's payment you record $50 debit (increase) to Bank and credit (decrease) LoanToJoe.

Tip

Don't become confused by the use of the word “Loan”. “Loan-To” is the tipoff that you really
have areceivable, that is, you will receive from Joe, the money you previously loaned. Until he
actually pays the money owed you, you reflect his debt in your books by an account describing
your expectation—you will receive the money owed you, hence the word “receivable”.

Reimbursable Expenses

Thiskind of activity isonein which you spend your own money on behalf of someone else (your employ-
er, perhaps) and later you receive repayment of what you spent. The case might be a business trip. The
employer has apolicy of covering (paying for) all authorized expenses. After thetrip isover, the employ-
ee submits a report listing dates and amounts spent with receipts for all the expenditures. The employer
reviews the report and pays for all items that it considers as having a valid business reason. (Normally,
employees know in advance what the employer will reimburse, so only those items are recorded as are-
imbursable expense on the employee’ s books.)

Because a business trip can involve different kinds of expenditures (air travel, lodging, transportation at
the destination, etc.), different kinds of expenditures would be recorded in the one account as long as the
expenditures all related to the same trip. In other words, if a second trip is made before the first is fully
settled, a second account for a different event could be set up. It would make sense to do this, if it would
help to keep separate al the details of one trip from those of another. It is up to the person making thetrip
to decide how much trouble it would be to put separate trips in separate accounts or to put them al in the
same account. The trip taker should remember that the account must be reconciled in order to know with
certainty that all expenses have been reimbursed.

Recording the expenditures on the trip would be much the same. That is, if you paid trip expenses by
cash you would debit (increase) the reimburseable expense account for the money paid in cash, because
it isareceivable to you until it has been reimbursed to you. The credit offsetting your expenditure would
decrease the account that shows the cash in your pocket or the account from which you drew the cash for
the payment made. If you paid by credit card, the debit side would be the same as just described, but the
credit would be an increase to the credit card company account on your books.

When you received your reimbursement, then the journal entry (or transaction) to record receipt of the
funds from the employer would be: debit (increase) Bank for the check amount and credit (decrease) the
reimbursable expense account for the check amount.

If it turns out that the reimbursable expense account is not zero balance after processing the employer’s
payment, then it means that there is a difference between you and the employer in handling the expense,
which needsto beinvestigated. If the balanceisadebit (apositive balance), your account has some money
that was not reimbursed. If the balance is a credit (a negative balance), you were paid for more than what
you recorded as due you. In both of those situations you should reconcil e the difference between what you
recorded and what was paid. That effort should disclose exactly what is causing the discrepancy. Y ou will
need to contact the employer’s bookkeeper to know what was paid, if the reimbursement check was not
accompanied by a detailed list of the items being paid you.
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In the event the employer refused to reimburse you for an expenditure, that effectively makes it your
expense. Inthat case, you would makethis entry: debit (increase) your own Expense (appropriately named)
and credit (decrease) the Reimbursable Expense account. That entry should result in azero balance in the
Reimbursable Expense account. If not, reconcile until you identify the difference.

Tip

Sometimes there are small differences that don’t match an individua entry. In those cases divide
the amount by 2 or by 9. If the unresolved amount is divisible by two, it suggests that both you
and the employer entered the item in the same manner: both as debits or both as credits. If it is
divisible by 9, then likely one of you transposed adjoining numbers; e.g., one entered 69 and the
other entered 96. If the difference is divisible neither by 2 or by 9, then it could be that more
than one error is present.

Travel Advances

These are very similar to Reimbursable Expenses. The difference is that someone gives you money first;
you spend it, and then you give a report accounting for what you spent it on. The report is supported by
invoices establishing who, what, where, when, and how much for each expenditure. In the Reimbursable
Expense case, you spent your money first and later recovered it.

In the Travel Advance case when you receive the advance, you record on your books this entry: debit
(increase) Bank for thetravel advance amount received (say, $500); credit (increase) the short-termliability
Travel Advance ($500). Thisis aliability, because you are not gifted with the money, but only loaned it
for the purpose of having funds to spend when doing the employer’s business.

Frequently, the way these monetary arrangements work isthat at the beginning of for example a salesper-
son’s employment, he or she receives the advance and monthly (or more frequently) turnsin areport about
who, what, where, when, and how much he spent. The money in the report is reimbursed if approved.

During the period after receiving the advance and before filing a request for reimbursement report, the
salesperson can record his or her expenditures into the advance liability account. In that case, the balance
in the account will show how much of the advance has not yet been spent (assuming the Travel Advance
balance is a credit). If no mistakes have been made and all expenses are approved, then the sum of the
unspent account balance and the reimbursing check amount will equal the original travel advance amount.

It makes sense for the salesperson to record the travel expenses to this advance account (and not to his or
her own expense accounts), because the money isbeing spent on behalf of the employer, for theemployer’s
authorized expenses. It is not the employee’ s own money, and therefore not his or her own expense.

When the salesperson receives the report reimbursement (say, $350), he or she debits (increases) Bank,
and credits (increases) again the Travel Advance liability account, assuming that previously he or she had
been recording expenditures to the travel advance account. Tracking activity in this manner causes the
account to always show the amount that is owed the employer.

See the section called “Reimbursable Expenses’ above for what to do if the employer does not accept
an item the employee put on the travel advance reimbursement request report. The difference resolution
effort is essentially the same for both types of accounts.

Prepaid Premiums or Prepaid Rent

Some types of expenses are usually billed as semi-annual or annual amounts. For example, the insurance
industry will bill home insurance annually, while car insurance premiums can be annual or semi-annual.
For those that pay an amount that covers several months or afull year, the proper accounting treatment is
to reflect in each accounting period the amount that expresses the benefit applying to that period.
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In the case of someone who pays afull-year’ sinsurance premium at the beginning of theinsurance period,
the entry to record thisisdebit (increase) Prepaid I nsurance Premium for say, $1,200, and credit (decrease)
Bank for $1,200.

Then amonthly recurring journal entry (scheduled transaction) is created that debits (increases) Insurance
Expense $100 and credits (decreases) Prepaid Insurance Premium $100. This technique spreads the cost
over the periods that receive the insurance coverage benefit. Businesses following generally accepted ac-
counting practiceswould normally use thistechnique, especially if they had to present financial statements
to banks or other lenders. Whether individuals do depends on the person and how concerned they are to
match cost with benefit across time periods. Another factor influencing use of this technique would be
the number of such situations the person encounters. It is relatively easy to remember one or two, but
more difficult if having to manage 10 to 20. Y ou would set up as many or as few as proved useful and
important to you.

Suspense or Wash Accounts

The purpose of these accountsisto provide adeviceto track “change of mind” situations. The objective of
these accounts is to provide a temporary location to record charges and credits that are not to be included
permanently in your books of record. When the transactions reflected in these accounts have been fully
completed, Wash/Suspense accounts will normally carry a zero balance.

For example, say in the grocery store you see canned vegetables on sale, so you buy 6 cans at $1 per
can. Say that the total purchases were $50. When you come home and are putting things in the cupboard
you discover you aready had 12 cans. Y ou decide to return the 6 you just bought. Some persons in this
situation would charge (increase) the whole hill to Grocery Expense; and when they returned the cans,
they would credit (decrease) Grocery Expense. That isoneway of handling that. The effect of this method
is to leave recorded on your books the cost of items that you really did not purchase from a permanent
standpoint. It is only when the items have actually been returned and the vendor’s return receipt has also
been recorded that the distortion this method generates will then be removed.

Actually, there are several treatments, depending on when and how the original transaction was booked/
recorded and when you decided to return the items purchased. Basically, did you change your mind before
you recorded the transaction or after doing so?

If you decided to return theitems after recording the purchase transaction, you may originally have charged
Grocery Expense for the full amount ($50) of al items. In that scenario, what you kept and the amount of
the itemsto be returned were grouped into one account. Y ou could edit the original transaction and restate
the amount charged to the Grocery Expense account to be the difference ($44) between the total paid ($50)
for groceries and the value of the itemsto be returned. That |eaves the returned-item value as the amount
($6) you should record to the Suspense account.

Obvioudly, if you decided to return items before you recorded your purchase, then you would book the
original entry asachargeto Grocery Expense for the amount kept ($44) and as acharge to Suspense for the
amount returned ($6). The off-setting credit ($50) to cash or credit card isnot affected by these treatments.

When there are severa persons shopping and at different vendors, there can be a case where there are
several returns happening at once and in overlapping timeframes. In that casethe Wash Account ischarged
(increased) at time of changing the mind, and either Bank or Credit Card is credited. When the return
occurs, the reverse happens: Bank or Credit Card is debited for the cash value of the returned items and
the Wash/Suspense Account is credited in the same amount.

If the wash account has anon-zero balance, scanning the debit and credit entriesin the account will show
the non-matched items. That is, debits not matched by offsetting credits indicate items intended to be
returned but not actually returned yet. The reverse (credits not matched by offsetting debits) indicates that
returns were made but the original charge was not recorded in the Wash Account.
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These differences can be cleared up by returning unreturned items or recording charges (debits) for items
already returned. The mechanics of doing that likely will be finding the original expense account the item
was charged to and making an entry like: debit Wash Account, credit original expense. It also could be as
described above where the original recording is adjusted by adding a charge to Wash/Suspense account
and decreasing the amount charged to the original account.

Short or Long-term Assets

This section explains why some types of assets may be short or long-term and presents an example.

An example is deposits (e.g., utility, rental, security). If the deposit agreement contains a provision to
recover the deposit at the end of a year, the treatment could be that of a short-term asset. However, when
the agreement is that the deposit holder returns the funds only upon successful inspection at the end of the
relationship, then at the start of the relationship or agreement, the person paying the deposit has to decide
whether to write it off asacurrent expense or to track it for eventual recovery at the end of the agreement
(not infrequently, moving to a new location).

Whichever decision is made, the accounting treatment is to debit (increase) expense (assuming the write-
off decision) or debit (increase) Deposits Receivable (assuming the intent is to recover the deposit in the
future) and credit (decrease) Bank for the amount of the deposit (if paid by cash) or credit (increase) credit
card if paid using that payment method.

Long-term (Fixed) Assets

Land

Thissection illustrates|ong-term assets (those whose useful lives exceed ayear) and discussesthese types:
land, buildings, leasehold improvements, intangibles, vehicles and other equipment.

Land isnot awasting asset. That is, it does not get used up over time and rarely suffers damage such that it
loses value. For that reason, it usually isrecorded at cost at the time of purchase. Appreciationin itsvalue
over decades is not recorded and is not recognized in any way on the books of the owner. It is only after
land has been sold that sale price and purchase cost are compared to calculate gain or loss on sale.

Land is frequently sold/purchased in combination with structures upon it. That means that the cost has
to become separated from the cost of structures on it. Land valuation is usually part of the transfer of
ownership process and itsvalueis shown on the purchase documents separately from that of any structures
it supports.

Land values shown on purchase documents frequently arise from the process of val ue determination man-
aged by assessors whose job it is to assign values to land for tax purposes. Local and regional areas of a
state or province use the values determined by assessorsin their tax formulas, which provide revenues for
local and regional governing authorities to finance their required community services.

Should land be acquired in a situation not subject to a history of land valuation by a formal valuation
system, then the purchaser can appeal to real estate agents and an examination of recent sale transactions
for information that would allow calculating a reasonable amount to express the value of the land.

Buildings

Buildings are the man-made “caves’ in which much of life's human interaction occurs. These structures
are wasting assets, because in their use they or their components gradually wear. Over time they begin to
lose some of their function and they can suffer damage due to planetary elements or human action.
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Accepted accounting practice isto record the cost of the building determined at time of ownership transfer
(purchase) or at conclusion of all costs of construction. Because buildings are frequently used for decades,
and due to the need to be able to calculate gain or loss on sale, accounting practice preserves the original
cost by not recording declinesin valuein the account containing the original purchase or construction cost.

Instead, the depreciation technique is used to show (in the balance sheet) the structure’s net book value
(original cost reduced by accumulated depreciation). Depreciation is a separate topic treated elsewhere
in this Guide.

Leasehold Improvements

When a business does not own the building where it operates, and instead has a long-term lease, it is not
uncommon for the business tenant to make improvements to the premises so that the structure obtains both
function and appearance that enhances conducting its business activities.

In these cases, the expendituresthat the businessincursarerecorded in aL easehold | mprovements account:
increase (debit) Leasehold Improvements, decrease (credit) Bank or increase (credit) a suitable liability
account (which could be aliability to a contractor or abank or a credit card, etc.).

Vehicles or Equipment

Vehicles or Equipment of all kinds usually last for several years, but their useful lives are much shorter
than that of assets that have little movement in their functioning. Because they do wear out over time,
common accounting practicein businessisto record depreciation using life spans and depreciation methods
appropriate to the nature and use of the asset. Frequently, the life and depreciation methods chosen are
influenced by what is permitted per national tax regulations for the kind of asset being depreciated.

Usually, businesses depreciatetheir assets. I ndividual scan do so aswell to the degreethat taxing authorities
permit. Very wealthy persons employ accountants and attorneys to track and manage their investments
and assets holdings to take advantage of all tax benefits permitted by law.

Intangibles

The mechanics of accounting (debiting and crediting appropriate accounts) for these assets are relatively
simple, much the same asfor any of the above assets. Wherethe difficulty liesisin their valuation, whichis
an advanced topic and not something that individual personsand small businesses would likely encounter.
For that reason further discussion of items such as patents, copyrights, goodwill, etc. are left out of this
Guide.
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Chapter 16. Depreciation

This chapter will introduce the concept of depreciation in accounting and give some rea life examples
for using it.

Basic Concepts

Depreciation is the accounting method for expensing capital purchases over time. There are two reasons
that you may want to record depreciation; you are doing bookkeeping for your own personal finances and
would like to keep track of your net worth, or you are doing bookkeeping for a small busines and need to
produce afinancial statement from which you will prepare your tax return.

The method of recording depreciation isthe same in either case. but the end goal is different. This section
will discuss the differences between the two. But first, some terminology.

» Accumulated depreciation - the accumulated total of book depreciation taken over the life of the asset.
Thisisaccumulated in the depreciation account in the asset section.

» Book depreciation - thisis the amount of depreciation that you record in your financial statements per
accounting period.

 Fair market value - the amount for which an asset could be sold at a given time.
» Net book value - thisis the difference between the original cost and the depreciation taken to date.

» Original cost - thisisthe amount that the asset cost you to purchase. It includes any cost to get the asset
into a condition in which you can use it. For example - shipping, installation costs, special training.

» Salvage value - thisis the value that you estimate the asset can be sold for at the end of it's useful life
(to you).

» Tax depreciation - thisis the amount of depreciation that you take for income tax purposes.

Personal Finances

Depreciation is used in personal finances to periodically lower an asset’s value to give you an accurate
estimation of your current net worth. For example, if you owned a car you could keep track of its current
value by recording depreciation every year. To accomplish this, you record the original purchase as an
asset, and then record a depreciation expense each year (Seethe section called “ Example” for an example).
This would result in the net book value being approximately equal to the fair market value of the asset
at the end of the year.

Depreciation for personal finance has no tax implications, it is simply used to help you estimate your net
worth. Because of this, there are no rules for how you estimate depreciation, use your best judgement.

For which assets should you estimate depreciation? Since the idea of depreciation for personal financesis
to give you an estimate of your personal net worth, you need only track depreciation on assets of notable
worth that you could potentially sell, such as acar or boat.

Business

As opposed to persona finance where the goal is tracking personal worth, business is concerned with
matching the expense of purchasing capital assetswith the revenue generated by them. Thisisdonethrough
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book depreciation. Businesses must also be concerned with local tax laws covering depreciation of assets.
This is known as tax depreciation. The business is free to choose whatever scheme it wants to record
book depreciation, but the scheme used for tax depreciation is fixed. More often than not this results in
differences between book and tax depreciation, but steps can be taken to reduce these differences.

Now, what purchases should be capitalized? If you expect something that you purchase to help you earn
income for more than just the current year, then it should be capitalized. This includes things like land,
buildings, equipment, automobiles, and computers - aslong as they are used for business purposes. It does
not include items that would be considered inventory. So if you made a purchase with the intent to resell
the item, it should not be capitalized.

In addition to the purchase of the asset itself, any costs associated with getting the asset into a condition
so that you can use it should be capitalized. For example, if you buy a piece of equipment and it needs to
be shipped from out of town, and then some electrical work needs to be done so you can plug the machine
in, and some specialized training is needed so you know how to use the machine, all these costs would
be included in the cost of the equipment.

Y ou also heed to know the estimated salvage value of the asset. Generaly, thisis assumed to be zero. The
idea behind knowing the salvage value is that the asset will be depreciated until the net book value (cost
less depreciation) equals the salvage value. Then, when the asset is written off, you will not have a gain
or loss resulting from the disposal of the asset.

The last step is to determine the method of depreciation that you want to use. This will be discussed on
the next few pages.

Warning

Be aware that different countries can have substantially different tax policies for depreciation;
all that this document can really provide is some of the underlying ideas to help you apply your
“favorite” tax/depreciation policies.

Estimating Valuation

A central issue with depreciation is to determine how you will estimate the future value of the asset.
Compared to the often uncertain estimates one has to do where appreciation of assets is concerned, we
are on somewhat firmer ground here. Using sources listed below should make it fairly straight forward to
estimate the future value of your depreciating assets.

» Tax Codes: For businesses that want to use depreciation for tax purposes, governments tend to set up
precise rules as to how you are required to calculate depreciation. Consult your local tax codes, which
should explicitly state how to estimate depreciation.

 Car Blue Book: For automobiles, it is easy to look up in references such as “Blue Books® estimates of
what an automobile should be worth after some period of time in the future. From this you will be able
to develop amodel of the depreciation.

Depreciation Schemes

A depreciation scheme is a mathematical model of how an asset will be expensed over time. For every
asset which undergoes depreciation, you will need to decide on a depreciation scheme. Animportant point
to keep in mind is that, for tax purposes, you will need to depreciate your assets at a certain rate. Thisis
called tax depreciation. For financial statement purposesyou are free to choose whatever method you want.
Thisisbook depreciation. Most small businesses use the samerate for tax and book depreciation. Thisway
thereisless of a difference between your net income on the financial statements and your taxable income.
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This section will present 3 of the more popular depreciation schemes: linear, geometric, and sum of digits.
To simplify the examples, we will assume the salvage value of the asset being depreciated is zero. If you
choose to use a salvage value, you would stop depreciating the asset once the net book value equals the
salvage value.

1. Linear depreciation diminishes the value of an asset by afixed amount each period until the net value
is zero. Thisis the smplest calculation, as you estimate a useful lifetime, and simply divide the cost
equally across that lifetime.

Example: Y ou have bought a computer for $1500 and wish to depreciate it over a period of 5 years.
Each year the amount of depreciation is $300, leading to the following calculations:

Table 16.1. Linear Depreciation Scheme Example

Year Depreciation Remaining Value
0 - 1500

1 300 1200

2 300 900

3 300 600

4 300 300

5 300 0

2. Geometric depreciation is depreciated by afixed percentage of the asset value in the previous period.
Thisis a front-weighted depreciation scheme, more depreciation being applied early in the period. In
this scheme the value of an asset decreases exponentially leaving a value at the end that is larger than

zero (i.e.: aresalevalue).

Example: We take the same example as above, with an annual depreciation of 30%.

Table 16.2. Geometric Depreciation Scheme Example

Year Depreciation Remaining Value
0 - 1500
1 450 1050
2 315 735
3 220.50 514.50
4 154.35 360.15
5 108.05 252.10
Note

Beware: Tax authorities may require (or alow) a larger percentage in the first period. On
the other hand, in Canada, this is reversed, as they permit only a half share of “Capital Cost
Allowance” in the first year. The result of this approach is that asset value decreases more
rapidly at the beginning than at the end which is probably more realistic for most assets than
alinear scheme. Thisis certainly true for automobiles.

3. Sum of digits is a front-weighted depreciation scheme similar to the geometric depreciation, except
that the value of the asset reaches zero at the end of the period. This is a front-weighted depreciation
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scheme, more depreciation being applied early in the period. This method is most often employed in
Anglo/Saxon countries. Here is an illustration:

Example: First you dividethe asset value by the sum of theyears of use, e.g. for our examplefrom above

with an asset worth $1500 that is used over a period of five years you get 1500/(1+2+3+4+5)=100.
Depreciation and asset value are then calculated as follows:

Table 16.3. Sum of Digits Depreciation Scheme Example

Year Depreciation Remaining Value
0 - 1500

1 100*5=500 1000

2 100* 4=400 600

3 100*3=300 300

4 100* 2=200 100

5 100*1=100 0

Account Setup

As with most accounting practices, there are a number of different ways to setup depreciation accounts.
We will present here a general method which should be flexible enough to handle most situations. The
first account you will need isan Asset Cost account (GnuCash account type Asset), whichissimply aplace
where you record the original purchase of the asset. Usually this purchaseis accomplished by atransaction
from your bank account.

In order to keep track of the depreciation of the asset, you will need two depreciation accounts. Thefirstis
an Accumulated Depreciation account in which to collect the sum of all of the depreciation amounts, and
will contain negative values. In GnuCash, this is an account type asset. The Accumulated Depreciation
account is balanced by a Depreciation Expense account, in which all periodic depreciation expenses are
recorded. In GnuCash, thisis an account type expense.

Below is a generic account hierarchy for tracking the depreciation of 2 assets, ITEM1 and ITEM2. The
Asset Cost accounts are balanced by the Bank account, the Accumulated Depreciation account is balanced
by the Expenses: Depreciation account.

- Asset s
- Fi xed Assets
- | TEML
- Cost (Asset Cost account)
- Depreciation (Accunul at ed Depreci ati on account)
-1 TEMR
- Cost (Asset Cost account)
- Depreciation (Accunul at ed Depreci ati on account)
-Current Assets
- Bank
- Expense
- Depreciation (Depreci ati on Expense account)

One of the features of the account hierarchy shown above is that you can readily see some important
summary values about your depreciating asset. The Assets. Fixed Assets: I TEM1 account total shows you
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the current estimated value for item1, the Assets: Fixed Assets: I TEM1: Cost showsyou what you originally
paid for iteml, Assets: Fixed Assets: I TEM1: Depreciation shows you your accrued depreciation for iteml,
and finally, Expenses: Depreciation demonstrates the total accrued depreciation of all your assets.

It is certainly possible to use a different account hierarchy. One popular account setup is to combine the
Asset Cost and Accrued Depreciation asset accounts. This has the advantage of having fewer accounts
cluttering your account hierarchy, but with the disadvantage that to determine some of the summary details
mentioned in the paragraph above you will have to open the account register windows. As with most
things, there are many waysto do it, find away that works best for you.

The actual input of the depreciation amountsis done by hand every accounting period. Thereisno way in
GnuCash (as of yet) to perform the depreciation scheme calculations automatically, or to input the values
automatically into the appropriate accounts. However, since an accounting period is typically one year,
thisreally is not much work to do by hand.

Example

Let's go ahead and step through an example. Imagine you are a photographer and you use a car and an
expensive camera for your personal business. You will want to track the depreciation on these items,
because you can probably deduct the depreciation from your business taxes.

Thefirst step isto build the account hierarchy (asshownin the previous section, replace I TEM1 and I TEM2
with “car” and “camera’). Now, record the purchase of your assets by transferring the money from your
bank account to the appropriate Asset Cost accounts for each item (eg: the Assets: Fixed Assets: Car: Cost
account for the car). In this example, you start with $30k in the bank, the car cost $20k and the camera
cost $10k and were both purchased on January 1, 2000.
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Figure 16.1. Asset Accounts Before Depreciation

gnucash_depreciation = Accounts

File Edit View Actions Business Reports Tools Windows Help
SEE %
@ Accounts
Account Name v  Type Total <]
= @Assets Asset UsD 30,000.00
[ fm Current Assets Asset USD 0.00
= @ Fixed Assets Asset UsD 20,000.00
= @ Camera Asset LsD 10,000.00
@ Cost Asset UsD 10,000.00
i Depreciation Asset LUsSD 0.00
= @ Car Asset UsD 20,000.00
@ Cost Asset UsD 20,000.00
i Depreciation Asset UsD 0.00
b @ Equity Equity USD 30,000.00
- i Expenses Expense UsD 0.00
fm Depreciation Expense UsSD 0.00 E]
| USD, grand total: Assets: USD 0.00 Profits: LUSD 0.00 = |

The asset accounts still only have the investments stored.

Looking at the tax codes, we realize that we must report depreciation on these items using the “sum of
digits’ scheme, over a5 year period. So, the yearly depreciation amountsfor the car cometo $6667, $5333,
$4000, $2667, $1333 for years 1 to 5 respectively, rounded to the nearest dollar. The yearly depreciation
amounts for the camera are $3333, $2667, $2000, $1333, $667. Consult the previous section on Depreci-
ation Schemes for the formula for calculating these values.

For each accounting period (IE: fiscal year) you record the depreciation as an expense in the appropriate
Accrued Depreciation account (eg: the Assets: Fixed Assets: Car: Depreciation account for the car). The
two windows below show your car’s accrued depreciation account and the main window after the third
year (1E: three periods) of depreciation using this sum of digits scheme.
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Figure 16.2. Asset Depreciation In The Register

Ela Edit Mew Tapsaction Actions Business Beports Tals windows Help

(= H & + X =H ¥ = =
Save Claze Cupleats  Delete Eriter Cancel Blank Spht Jump  Seheduls
e —
il Accourts @ Deprecistion
2001-01-01 Eiation satien | n 666667 | -5.66667
2002-01-01 Depreciation Expensas Dapracation |n 5,333.33 | -12.000.00
2002-01.01| |D ik it .|.nnn.m| -16,000.00
[ 2000101 ] ] |
) [sl—
Present:-USD 16,000.00 Future:-USD 16,000.00 Cleared:USD 0.00 Raconciad:USD 0.00 Pr\!‘d:kld Minimum: -US0O 16,000.00
Enter & description of the transaction

This account shows a list of depreciation transactions.

Figure 16.3. Accounts Tab After Asset Depreciation

gnucash_depreciation - Accounts

File Edit “iew Actions Business Reports Tools Windows Help
B » = @8 @& @
Save Mew
i Accounts
Account Marme v  Type Total ] 2
=~ @Assets Asset LsSD 6,000.00
I fm Current Assets Asset USD 0.00
= @ Fixed Assets Asset LsSD 6,000.00
= fmi Camera Asset USD 2,000.00
@ Cost Asset UsD 10,000.00
f@ Depreciation Asset -LJSD 8,000.00
= fm Car Asset USD 4,000.00
@ Cost Asset UsD 20,000.00
f@ Depreciation Asset -UJsD 16,000.00
b fm Equity Equity USD 30,000.00
~ fm Expenses Expense USD 24,000.00
f@ Depreciation Expense UsSD 24,000.00
| USD, grand total: Assets: -USD 24,000.00 Profits: USD 0.00 = |
| |

The asset accounts got decreased by the depreciation.

269



Depreciation

Note

A Word of Caution: Since depreciation and tax issues are closely related, you may not always be
freein choosing your preferred method. Fixing wrong calculationswill cost awholelot moretime
and trouble than getting the calculations right the first time, so if you plan to depreciate assets, it
iswise to make sure of the schemes you will be permitted or required to use.
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Chapter 17. Python Bindings

GnuCash historically has always been a traditional application in the sense that you open it, use it to
manipulate your financial data viathe windows it presents, save your data and close the windows again.
This has the inherent limitation that you can only do whatever the windows, menus and toolbars allow
you to do.

Sometimesyou might need alittle moreflexibility. For example, you need areport with just alittledifferent
information than what the built-in reports provide, or you want to automate a frequently recurring action.
Such custom manipulations are ideal candidatesto write in one or the other scripting language.

Starting with GhuCash version 2.4 you can write Python [https://en.wikipedia.org/wiki/Python_(program-
ming_language)] scripts to manipulate your financial data.

| mportant

The Python extensions are an optional feature which creates additional dependencies. To be able
to use Python scripts, GnuCash must have been built with the cmake - DW TH_PYTHON=ON
...option enabled, otherwise all what followswon’t work. At present this option is not enabled by
default, so if you need this, you may have to compile GnuCash from source yourself. But some
distributions offer it aso as a separate package with a name like python[ver si on]-GnuCash

The Python extensions come with a couple of ready to use scripts. This chapter will show you how to
use some of them.

Tip

This chapter is not about how to write your own Python scripts. Refer to the devel oper documen-
tation [https://code.gnucash.org/docs/STABLE/python_bindings page.html] for that instead.
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Chapter 18. Importing Business Data

Importing Bills and Invoices

General

This functionality creates invoices or bills from a csv import file containing rows of invoice entry data
The import file may contain rows for new and/or existing invoices. If an invoice already exists, GhuCash
adds the imported entries to the invoice (unless the invoice is already posted). If the import file contains
posting data for an invoice, then GnuCash will also attempt to post the invoice. If any row of an invoice
contains an error, GnuCash will ignore all rows of the same invoice.

The field separator in the csv file must be either a comma or a semicolon; field values may be enclosed
in double quotes.

For the sake of readability, in this chapter the term “invoice” by itself is used to refer to both customer
invoices and vendor hills.

The format of the import file

Theimport file should contain rows of invoice entry data. Any row contains both header and entry fields,
but GnuCash takestheinvoice header datafrom thefirst row of aninvoiceD. For informational purposes,
the header data may be repeated for each subsequent row of the same invoice.

There is no information in the file to indicate whether it concerns customer invoice or vendor bill data.
Instead, a user option in the import dialog makes that distinction.

Each row should contain the fields listed below, in the same sequence, separated by a comma or a semi-
colon. Thefields arelisted here by their technical name, which GnuCash usesin the preview of the import
data

* i d-TheinvoicelD. If theinvoicelD isblank, GhuCash replacesit withtheinvoicelD from the previous
row. If the invoice ID aready exists, GhuCash will add the entries to the existing invoice (unlessit is
aready posted).

» dat e_opened - Use the same date format as defined in Preferences. Defaulted to today's date if left
blank, or if the date provided is not valid.

* owner _i d - Customer or vendor number. Mandatory inthefirst datarow of aninvoice. If not provided,
al rows of the same invoice will beignored.

e billingid-BillingID. Optional

* not es - Invoice notes. Optional.

» dat e - Thedate of the entry. Defaulted to date opened if left blank, or if the date provided is not valid.
» desc - Description. Optional

* acti on - Action. Optional

e account - Account for the entry. Mandatory in each row. If not provided or invalid, al rows of the
same invoice will beignored.
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e quantity - Quantity. Defaulted to 1 if left blank.
* pri ce - Price. Mandatory for each row. If not provided, al rows of the same invoice will beignored.

» di sc_t ype - Type of discount. Optional. Only relevant for invoices, not for bills. Use “%” or blank
for percentage value, anything else for monetary value.

e di sc_how - Discount how. Optional. Only relevant for invoices, not for bills. Use “>" for discount
applied after tax, “=" for discount and tax applied beforetax, and “<”, blank or anything el sefor discount
applied before tax.

» di scount - Amount or percentage of discount. Optional. Only relevant for invoices, not for bills
* taxabl e - Isthisentry taxable? Optional. Use “Y” or “X” for yes, “N” or blank for no.

e taxi ncl uded - Istax included in the item price? Optional. Use “Y” or “X” for yes, “N” or blank
for no.

* tax_t abl e-Taxtable Optional. If thetax table provided doesnot exist, it will beblank intheinvoice.

« dat e_post ed - Date posted. Optional. Use the same date format as defined in Preferences. If you
provide a date posted for the first row of an invoice, GnuCash will attempt to also post the invoice (as
opposed to only saving or updating it).

» due_dat e - Duedate. Optional. Use the same date format as defined in Preferences. Defaulted to date
posted, if left blank. Only relevant in the first row of an invoice, if the invoice is posted.

* account _post ed - Post to account, for vendor or customer posting. Only mandatory in the first row
of aninvoice, if theinvoiceis posted.

e neno_post ed - Memo. Optional. Only relevant inthefirst row of aninvoice, if theinvoiceis posted.

e accu_splits - Accumulate splits? Optional. Use “Y” or “X” for yes, “N” or blank for no. Only
relevant in thefirst row of aninvoice, if theinvoiceis posted. If you use a spreadsheet program to create
the import file, it is advised not to use blank for no, because a final column with only blanks may not
be recognized as relevant data when the spreadsheet program creates the csv file.

Note on double quotes

If you use the field separator character within afield, the field value should be enclosed in double
guotes. Only for the fields description (desc) and notes, can you also include adouble quote within
aquoted field value, by doubling the double quote. E.g. " This fi el d val ue uses the
separator, and a ""quoted"" word",wouldbeimportedasThis field val ue
uses the separator, and a "quoted" word.

Example content for two hills; one of 2 entries, and one of 3 entries. The first is saved and posted, the
second only saved. Using comma field separator, decimal point and dd/mm/yyyy date format.

1204; 15/ 12/ 2018; 2001; PO 210220; Speci al delivery; 16/12/2018; Pri de and Prej udi ce; pc;
1204; 15/ 12/ 2018; 2001; PO 210220; Speci al delivery; 16/12/2018; El ectroni c principles;p
1205; 15/ 12/ 2018; 2044; PO 21099; ; 16/ 12/ 2018; U ti mat e Gui de; pc; Expenses: Books; 1; 10. 01
1205; 15/ 12/ 2018; 2044; PO 21099; ; 16/ 12/ 2018; Di nner & dri nks; pc; Expenses: Di ni ng; 1; 10.
1205; 15/ 12/ 2018; 2044; PO 21099; ; 16/ 12/ 2018; UG cour se; pc; Expenses: Educati on; 1; 10. 01;
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Example content for one customer invoice, with one entry, including tax and discount. Using commafield
separator, decimal point and dd/mm/yyyy date format. The the value of the description field contains the
separator character.

20221; 16/ 12/ 2018; 1001; Order 3378; Di scount as agreed; 4/ 12/2018; "Accounti ng part

Import your data

To import your invoice data, navigate to File . Import - Import Bills & Invoices... to open a new import
dialog, and provide the necessary information.

1. Choose the file to import - Select your import file, or manually type the path and file name.
» 2. Select import type - Select the import type, either Bill or Invoice.

» 3. Select import options - Select your csv format. Use the with quotes optionsif your file containsfields
enclosed in double quotes. These options also match fields not enclosed in quotes; except for the fields
for description and notes, fields should not contain the quote character itself. See Note on double quotes
above. Use one of the other options if your file does not have fields enclosed in quotes; any quote
charactersin the file will be imported asis.

» 4. Preview - Once you have selected your import file and csv format, GnuCash shows you a preview
of the data. You can verify if your datais listed in the correct columns. If you do not see any rowsin
the preview, then GnuCash was not able to match your import data rowsto the selected csv format. See
the section called “What could go wrong?’ below.

» 5. Afterwards - You can choose if GnuCash should open tabs for the invoices after the import. Either
for al invoices, or for the invoices that are saved but not posted, or for none of the invoices. Opening
tabs slows down the import process considerably.

» Start theimport - If you are satisfied with your selections, hit the OK button to start the import.

If your datafile contains invoice IDs that already exist, then GnuCash will ask you (once per import ses-
sion) to confirm that you want to update existing invoices. If not confirmed, all rows for existing invoices
will beignored.

Note

Internally, GnuCash uses so called regular expressionsto match theimport rowsto the datafields.
Theimport option Custom regular expression offersthe option to use your own regular expression
for this matching process. Obvioudly, this option requires that you are well versed in regular
expressions. When you choose the option Custom regular expression, GnuCash opens a window
in which you can edit the GnuCash regular expression, or replace it with your own. Y our regular
expression should contain a named subpattern for each of the fields of the csv file (using the
technical names). A custom regular expression could be useful if the rows of your source data
file contain al required fields, but in a different order or format. E.g. if the format of your source
datafile starts with customer number, followed by invoice 1D, followed by the due date, and uses
| as separator, your regular expression would start with something like this:

A(2<owner _i d>[A]1*)\| (?<i d>[~]]1*)\]| (?<due_dat e>[~|]*)
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With acustom regular expression, GnuCash could import your source datafiles, without the need
to convert them to the GnuCash import format.

Feedback and statistics

What

Errors

Errors

GnuCash executes the import process in three steps:
* | nport - Importsthe datafile and attempts to match each row to the datafields.

* Val idation and adjustnent - Validates the data fields and replaces data with defaults if ap-
plicable.

» Processi ng - Handles the currency related validations, and creates, updates and posts the invoices.

After al steps have finished, GnuCash issuesinformation about the result of the process. Theinitial dialog
shows the informational or error messages from the validation and processing steps. The second dialog
shows the statistics of the process:

 Import - rows ignored: the number of rows that could not be matched to the datafields.
* Import - rows imported: the number of rows that were successfully matched to the data fields.
» Processing and validation - rowsfixed: the number of rowsfor which adefault valuewas used for afield.

» Processing and validation - rows ignored: the number of rows for that were not processed because of
avalidation error.

» Processing and validation - invoices created: the number of invoices created.
» Processing and validation - invoices updated: the number of invoices that were updated.

If there were unmatched rows in the import step, afinal dialog shows the actual rows that could not be
matched.

could go wrong?

in the import step

If the statistics show unmatched rows under “Import - rows ignored”, then there is some issue with the
format of your import file. Verify that you use and select the correct separator. Verify that your datarows
have exactly 21 separator characters (1 for each field, except for the last). Verify whether you use the
separator character within adatafield; if so, enclose the field in double quotes.

If you use one of the with quotes import options, verify if you use the double quote character in any of
the datafield values; if within the description or notes fields, make sure that the field value is quoted, and
precede each double quote within the field with an extra double quote; if within any other field, remove
the double quote character.

in the validation step

The following errors can occur in the validation step. Any error in a data row will cause all rows of the
same invoice to be ignored.

Note

In versions 3.4 and earlier, an error in a data row would cause just that row to be ignored, as
opposed all rows of the sameinvoice.
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e Thefield| Disblank. GnuCash replaces ablank invoice ID with theinvoice I D from the previous row.
But the first row of the import file should always have an invoice ID.

e Thefield owner _i d isblank. Every first row of an invoice should have an owner_id.

e The customer or vendor number in field owner _i d does not exist. The owner_id inthefirst row of an
invoice should be an existing customer (for invoices) or vendor (for bills).

e Thedateinfield dat e_post ed isnot avalid date. If you provide avalue for date posted in the first
row of aninvoice, it should be avalid date. Did you use the date format as set in Preferences?

e The account in the field account _post ed does not exist. If you provide a value for the field
dat e_post ed inthefirst row of aninvoice, thefield account _post ed should be an existing ac-
count.

e Theaccount inthefield account _post ed isnot of type Accounts Receivable (for invoices) or Ac-
counts Payable (for hills). If you provide a value for the field dat e_post ed in the first row of an
invoice, thefield account _post ed should be an account of the correct type.

e Thefield pri ce isblank. Every row should have avalue for thefield pri ce.

e The account in the field account does not exist. Every row should have an existing account in the
fieldaccount .

Any error in the validation step is listed after the overall import process completes. Correct your datafile
accordingly.

Errors in the processing step

The following errors can occur in the processing step.

» Theinvoice cannot be updated becauseit isaready posted. All rows of the sasmeinvoicewill beignored.
If you want to update the existing invoice, unpost it first in GnuCash.

» The currency of the invoice differs from the currency of the account posted (“Invoice x NOT posted
because currencies don't match”). GnuCash determines the currency of the invoice either from the cus-
tomer or vendor master data (for a new invoice) or from the invoice itself (for an existing invoice).
The currency of the invoice must agree with the currency of the post to account in the field accoun-
t _post ed. GnuCash creates the invoice but cannot post it. Manually correct the invoice in GnuCash.

» Theinvoice requires currency conversion. (“Invoice x NOT posted because it requires currency con-
version”). The invoice contains entries on accounts with different currencies, or the currency of the
entries differs from the currency of the post to account. For such an invoice, GhuCash needs exchange

ratesto trandate the currency amounts. GnuCash creates the invoice but cannot post it. Post the invoice
manually in GnuCash, and provide the requested exchange rates.

Not supported invoice functionality

Currently the invoice import function does not support (at least) the following:
 Import of billing terms and job.
 Import of customer and job in default chargeback project for hills.

 Application of hilling terms from customer or vendor master data.
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 Automatic numbering of invoices.

» Credit notes.

Importing Customers and Vendors

General

This functionality creates and updates customers and vendors from a csv import file containing rows of
vendor/customer master data. Theimport filemay contain rowsfor new and/or existing customers/vendors.
If a customer/vendor already exists, GnuCash updates the existing customer/vendor.

The format of the import file

The import file should contain rows of customer/vendor data, one row for each customer/vendor. The
customer/vendor isidentified by the customer/vendor number in thefieldi d of the datarows. If thefield
is blank, GnuCash will use the next number from the relevant counter (set in the Counters tab under File
- Properties).

Thereis no datain the file to indicate whether it concerns customer or vendor master data. | nstead, a user
option in the import dialog makes that distinction.

Each row should contain the fields listed below, in the same sequence, separated by a comma or a semi-
colon. Thefields arelisted here by their technical name, which GnuCash usesin the preview of theimport
data

i d - The customer/vendor number. If it is for an existing customer/vendor, GnuCash will update the
customer/vendor. Note that in GnuCash e.g. '000010' is a different customer number than '10'. If the id
field isempty, GnuCash will use the next number from the relevant counter.

» conpany - The company name. If it isleft blank, it is defaulted to the value of field nane. If that is
also blank, then the row isignored.

* name - Billing address - Name. Optional.

e addr 1 - Billing address - Address line 1. At least one of the four address lines of the hilling address
must be filled. If not, then the row isignored.

» addr 2 - Billing address - Addressline 2.

e addr 3 - Billing address - Addressline 3.

» addr 4 - Billing address - Addressline 4.

» phone - Billing address - Phone. Optional

» f ax - Billing address - Fax. Optional

* emui | - Billing address - Email. Optional

* not es - Notes. Optional

* shi pname - Shipping information - Name. Optional. Not relevant for vendors.

» shi paddr 1 - Shipping information - Address line 1. Optional. Not relevant for vendors.
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» shi paddr 2 - Shipping information - Address line 2. Optional. Not relevant for vendors.

» shi paddr 3 - Shipping information - Address line 3. Optional. Not relevant for vendors.

» shi paddr 4 - Shipping information - Address line 4. Optional. Not relevant for vendors.

» shi pphone - Shipping information - Phone. Optional. Not relevant for vendors.

» shi pf ax - Shipping information - Fax. Optional. Not relevant for vendors.

* shi prmai | - Shipping information - Email. Optional. Not relevant for vendors.

Example content for a customer with a separate shipping address. Using a semicolon for separator.

2201; Al I St ar Conpany; Al | St ar Conpany; Uni on Avenue
776; San Juan; CA; ; 0482938838; ; contact @l | star.com Last contacted on
4/ 4/ 2018.; All Star Conpany; John Alderman, Ofice 456; Union Avenue
777; San Juan; CA; 78998766; ; al derman@l | star. com

Example content for avendor; no ID given, so GnuCash will take the next number from the counter. Using
acommafor separator.

, Johnson Suppl i es, Johnson Supplies, Electric Par k 56, Pl ai n-
s, VA, , 0482986538, , j ack@ ohnson. com Di scount negoti ated,,,,,,,,

All fields by technical name in the required sequence.

id, conpany, nanme, addrl, addr2, addr3, addr4, phone, fax, emmil, notes,
shi pnane, shi paddr1, shi paddr2, shi paddr 3, shi paddr4, shi phone, shi pfax,
shi prai |

Import your data

To import your customer or vendor data, havigate to File - Import - Import Customes & Vendors... to
open anew import dialog, and provide the necessary information.

1. Choose the file to import - Select your import file, or manually type the path and file name.
» 2. Select import type - Select the import type, either Customer or Vendor.

3. Select import options - Select your csv format. Use the with quotes optionsif your file containsfields
enclosed in double quotes. These options also match fields not enclosed in double quotes, but fields
should not contain the double quote character itself. Use one of the other options if your file does not
have fields enclosed in quotes; any double quote charactersin the file will then beimported asis.

» 4. Preview - Once you have selected your import file and csv format, GnuCash shows you a preview
of the data. You can verify if your datais listed in the correct columns. If you do not see any rowsin
the preview, then GnuCash was not able to match your import data rowsto the selected csv format. See
the section called “What could go wrong?' below.

» Sart theimport - If you are satisfied with your selections, hit the OK button to start the import.

Note

Internally, GnuCash uses so called regular expressionsto match theimport rowsto the datafields.
Theimport option Custom regular expression offersthe option to use your own regular expression
for this matching process. Obvioudly, this option requires that you are well versed in regular
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expressions. When you choose the option Custom regular expression, GnuCash opens a window
in which you can edit the GnuCash regular expression, or replace it with your own. Y our regular
expression should contain a named subpattern for each of the fields of the csv file (using the
technical names). A custom regular expression could be useful if the rows of your source datafile
contain all necessary fields, but in a different order or format. E.g. if the format of your source
datafile starts with customer number, followed by company name, name, and one address field,
and that is all you want to import, then your custom regular expression would be something like
this (using comma as a separator):

AN(?<conpany>[ N, 1), (?<id>[M,]%), (?<name>[ 7, ]*), (?<addr1>[ 7, ]%*), (?<addr2>[",]*),

With acustom regular expression, GnuCash could import your source datafiles, without the need
to convert them to the GnuCash import format.

Feedback and statistics

GnuCash executes the import process in three steps:
* | mport - Importsthe datafile and attempts to match each row to the datafields.

* Validation and adjustnent - Validates the datafields and replaces data with defaults if ap-
plicable.

» Processi ng - Creates or updates the vendor or customer master data.

After al steps have finished, GnuCash issuesinformation about the result of the process. Theinitial dialog
shows the statistics of the process:

 Import results - lines ignored: the number of rows that could not be matched to the data fields.
 Import results - lines imported: the number of rows that were successfully matched to the data fields.

 Import results - customers/ivendors fixed: the number of rows for which a default value was used for
afield.

 Import results - customers/vendors ignored: the number of rows for that were not processed because
of avalidation error.

 Import results - customers/vendors created: the number of customers/vendors created.
 Import results - customers/vendors updated: the number of customers/vendors that were updated.

If there were unmatched rows in the import step, afina dialog shows the actual rows that could not be
matched.

What could go wrong?

Errors in the import step

If the statistics show unmatched rows under “Import results - linesignored”, then there is some issue with
the format of your import file. Verify that you use and select the correct separator. Verify that your data
rows have exactly 18 separator characters (1 for each field, except for the last). Verify whether you use
the separator character within a datafield; if so, enclose the field in double quotes.
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If you use one of the with quotes import options, verify if you use the double quote character in any of
the data field values. If so, remove them; importing double quotes as is, is not supported when using the
with quotes import options.

Errors in the validation step

If the stati stics show rows under “Import results - customers/vendorsignored”, then datarowswereignored
because of one of the errors below:

e Thefield conpany and thefield nane are both blank. Thefield conpany ismandatory; if it isblank,
then it is defaulted to the value of the field nane, but if both are blank, then the data row cannot be
processed.

» Thefieldsaddr 1, addr 2, addr 3 and addr 4 are al blank. At least one of these fields must have a
value, otherwise the data row cannot be processed.

Not supported customer/vendor functionality

Currently the customer/vendor import function does not support (at least) the following:

» Import of any of the fieldsin the customer tab for billing information: currency, terms, discount, credit
limit, tax included and tax table.

» Import of any of the fields in the vendor tab for payment information: currency, terms, tax included
and tax table.
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9. TERMINATION ..ottt ettt e e e e e e s 305

10. FUTURE REVISIONS OF THISLICENSE ......cooiiiiiiiiiicc e 305

F o [0 (< 0o 1 o RO TPPPPTTTPPPIN 305
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Thisisaglossary of common termsused in GnuCash. Some entries here are taken from Wikipedia[ https.//en.wikipedi-

a.org/wiki/Main_Page].

Account

Accounting Period

AgBanking

Asset

Balance Sheet

Book

Capital Gain/Loss

Capital stock

Chart of Accounts

Commission

Commodity

Common stock

Compounding

Cost Basis

csv

An account keeps track of what you own, owe, spend or receive.

An accounting period isthe period with reference to which accounting books of an
entity are prepared. Common accounting periodsinclude month, quarter, and year.

A library which implements the German Home Banking Computer Interface
(HBCI) and Electronic Banking I nternet Communication Standard (EBICS), OFX
Direct Connect and Paypal. It is the successor of openHBCI.

An asset is something you own. Anything tangible or intangible that can be owned
or controlled to produce value and that is held to have positive economic value
is considered an asset.

A Balance Sheet is a summary of the financial balances of an individua or orga-
nization. It summarizes a company's assets, liabilities and ownership equity at a
specific point in time.

A book isarecord of all transactionsfor anindividual or organization. In GnuCash,
each file contains a book.

Thedifference between the purchase and selling prices of aninvestment at thetime
the investment is sold. Also known as Realized Gain/Loss. Before an investment
issold, the difference in valueisreferred to as Unrealized Gain/Loss.

See Also Realized Gain/Loss, Unrealized Gain/Loss.

See Stock.

A listing of all the accounts available in the data file. The chart of accounts con-
sistsof balance sheet accounts (assets, liabilities, stockholders' equity) and income
statement accounts (revenues, expenses, gains, |osses).

The fee paid to a broker to buy or sell securities.

A commodity is something of value that is easily tradeable or sellable; for exam-
ple, currencies, stocks, bonds, grain, copper, and oil are all commodities.

See Stock.

The concept that the reinvested interest can later earn interest of its own (interest
on interest). Thisis often referred to as compound interest.

Cost basisisthe original cost of property, adjusted for various factors. Its prima-
ry useis for tax purposes. Factors that affect the cost basis include: stock splits,
dividends, depreciation and return of capital distributions. Cost basis is used to
determine the capital gain.

Stands for Comma Separated Values. CSV filesare used to store datain plain text.
Each line of thefileisarecord and each record can be comprised of multiplefields
separated by commas. CSV is one import format that GnuCash supports.
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Dividends

Equities

Financial Transaction Services
(FinTS)

GSettings

Home Computer Banking I nter-
face (HBCI)

Interest

Liability
LibOFX

Liquidity

Lot

MT940

Dividends are cash payments a company makes to shareholders. The amount of
this payment is usually determined as some amount of the profits of the company.
Not all common stocks give dividends.

Equities are investments in which the investor becomes part (or whole) owner in
something.

A banking protocol used by German banks. Developed by the German Central
Banking Committee ZK A (Zentraler Kredit-Ausschuss). The standard isused only
by German banks. Prior 2002, it was called Home Banking Computer Interface
(HBCI). FinTSis oneimport format that GnuCash supports.

See Also Home Computer Banking Interface (HBCI).

Sinceversion 2.5 thetool that stores user configuration data. It usesthe native data
store of the operating system:

Li nux
DConf since Gnome 3.0 dropped GConf
mac OS

Defaults. Use the command-line defaults(1) to modify prefs when GnuCash
isn't running.

W ndows
Registry.

A bank-independent online banking protocol used by German banks. Home Bank-
ing Computer Interface (HBCI) was developed by the German Central Banking
Committee ZKA (Zentraler Kredit-Ausschuss). Since 2002, it has been called Fi-
nancial Transaction Services (FinTS). HBCI is one import format that GnuCash
supports.

See Also Financial Transaction Services (FIinTS).

What a borrower pays a lender for the use of their money. Normally, thisis ex-
pressed in terms of a percentage of the principal per year. For example, a savings
account with 1% interest will pay you $1 for every $100 you keep deposited per
year.

A liability is adebt or obligation that an individual or organization owes.

An open sourcelibrary for OFX. It was created by one of the GnuCash devel opers,
originally to be the OFX interface for GnuCash.
See Also OFX.

A measure of how easily convertible an investment isto cash. Money in asavings
account isvery liquid, while money invested in a house has low liquidity because
it takes time to sell ahouse.

A lot isameans of grouping a commodity so that you later identify that the item
bought in one transaction is the same as one sold in a different transaction. Lots
are often implemented with stocks, where capital gain can depend on which item
isbeing sold at agiven time.

A financial information standard defined by SWIFT and used by several European
banks. It is also used internally in HBCI. Unfortunately, you can't download the
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OFX

Price Database

Principal
QFX

QIF

Realized Gain/Loss

Reconciliation

Return

Reversing Transaction

Risk

Scheduled Transaction

Scheme

Shareholder

MT940 standard, but somebanks publishit ontheir websites. MT940isoneimport
format that GnuCash supports.

The Open Financial eXchange format. This is a financial information exchange
standard used by many ingtitutions. OFX is one import format that GnuCash sup-
ports.

The price database contains a store of price quotes for stocks, mutual funds, and
currencies.

The original amount of money invested or borrowed.

The Quicken Financial eXchange format is a proprietary financial information
exchange standard promoted by Quicken and used by many ingtitutions. QFX is
one import format that GhuCash supports.

The Quicken Interchange Format (QIF) is an open specification for reading and
writing financial data to files. Thisis an older format that is still used by many
institutions. QIF is one import format that GnuCash supports.

Thedifference between the purchase and selling prices of aninvestment at thetime
theinvestment is sold. Also known as Capital Gain/Loss. Before an investment is
sold, the difference in value is referred to as Unrealized Gain/Loss.

See Also Capital Gain/Loss, Unrealized Gain/L oss.

Reconciliation is a verification process in which the user compares their records
with those of the financial institution to ensure that the records in each system
agree at some particular point in time. During reconciliation, the user checks in-
dividua transactionsin their file against the institution's statement; upon comple-
tion, the reported balances of the institution and the reconciled account will match
at that point in the register.

Thetotal income plus capital gains or losses of an investment.
See Also Yield.

In formal accounting, a transaction is never deleted. Therefore, when a mistake
is made, the original transaction remainsin the ledger, and a transaction is added
to the ledger that reverses the original. This reversing transaction duplicates the
original transaction, but with debit and credit amounts reversed. Thisremovesthe
effect of the erroneous transaction from the books. After entering the reversing
transaction, acorrected transaction can then be entered. Reversing transactionsare
not commonly used in personal accounting.

The probability that the return on investment is different from what was expected.
Investments are often grouped on a scale from low risk (e.g., savings accounts or
government bonds) to high risk (e.g., common stocks or junk bonds). Asagenera
rule of thumb, the higher the risk, the higher the possible return.

Scheduled transactions provide a framework for remembering information about
transactions that are set to occur in the future, either once or periodically.
See Also Yield.

Schemeisafunctional programming language based on adialect of LISP. Reports
in GnuCash use the Scheme programming language; thus, users wishing to cus-
tomize reports must write Scheme.

A shareholder is a person who holds common stock in a company.
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Split

Stock

Stock split

Transaction

Unrealized Gain/Loss

Valuation

XML

Yield

A split, or Ledger Entry, isthe fundamental accounting unit. Each split consists of
an amount, the value of that amount expressed in a (possibly) different currency,
aMemo, a pointer to the parent Transaction, a pointer to the debited Account, a
reconciled flag and timestamp, an action field, and a key-value frame which can
store arbitrary data.

A security that represents a certain fractional ownership of a company. This is
what you buy when you “buy stock” in a company on the open market. Thisis
also sometimes known as capital stock, or common stock.

Occurs when a company offers to issue some additional multiple of shares for
each existing stock. For example, a“2 for 1" stock split means that if you own
100 shares of a stock, you will receive an additional 100 shares at no cost to you.
The unit price of the shares will usually be adjusted so there is ho net change in
the value, so in this example the price per share will be halved. Note that such
transactions affect the cost basis per share owned.

A transaction consists of adate, adescription, an ID number, alist of two or more
splits, and a key-value frame. Transactions embody the notion of "double entry”
accounting.

Unrealized gain or loss is the difference in value between a purchase price and
the current value of agiven asset. These gains remain unrealized until the asset is
sold, at which point they become Realized gains or losses.

See Also Capital Gain/Loss, Realized Gain/Loss.

The process of determining the market value or the price the investment would
sell at in a*“reasonable time frame”.

The eXtensible Markup Language is an international markup standard. GnuCash
stores its data by default in an XML data structure.

A measure of the amount of money you earn from an investment (i.e., how much
income you receive from the investment). Typicaly, thisis reported as a percent-
age of the principal amount. Yield does not include capital gains or losses (see
Return). For example, a stock that sells for $100 and gives $2 in dividends per
year has ayield of 2%.

286



Appendix A. Migration Guide

This appendix isto help current users of other financial software packagesin their migration to GnuCash.
We address the conceptual differences between the layout of GnuCash accounts versus other software
packages.

Using Accounts vs. Categories

If you are familiar with other personal finance programs, you are already accustomed to tracking your
income and expenses as categories. Since GnuCash is a double-entry system (see the section called “Ac-
counting Concepts’), income and expenses are tracked in accounts. The basic concept isthe same, but the
account structure allows more consistency with accepted business practices. So, if you are abusiness user
as well as a home user, GnuCash makes it easy to keep track of your business as well as your personal
accounts.

Income and expense accounts give you the same information you would get with categories, but they
also give you more flexibility in entering your transactions. In GnuCash, you have the option to enter
transactions directly into income and expense accounts through their account registers. Other programs
that use categories do not offer this option, because there is no “account register” for a category.

Y ou also have the option in GnuCash to treat income and expense accounts exactly as you would treat
categories, if you are more comfortable with that method. In Quicken® and similar programs, transactions
require an account and a category. Substitute an income or expense account name in GnuCash where you
would normally enter a category name in the other programs, and the result should be the same. We will
discuss transaction entry in the section called “ Transactions” in greater detail.

Importing Data

If you want to import data from your previous application, you should distinguish between financial data
and other data. Probably the best way to import financial datais the “Quicken Interchange Format” QIF .
Itisaspecific format for financial data, which most financial applications for the private sector know and
can use for export.

For other data we suggest the use of the “ Comma Separated Value” CSV format.

Import of Financial Data by QIF Files

See https://en.wikipedia.org/wiki/Quicken Interchange Format for it's details.

Some GnuCash users collected their knowledge about the best use in our https://wiki.gnucash.org/wi-
ki/Quicken Migration.

For other formats and more details see Chapter 3, Importing Data into GnuCash.
Import of Business Data by CSV Files

If youwant to import customersand vendors or billsand invoices see Chapter 18, Importing Business Data.

Converting XML GnuCash File

The GnuCash XML data file can be transformed to almost any other data format (e.g., QIF, CSV...)
quite easily if oneisfamiliar with the “ Extensible Stylesheet Language Transformations” XSLT [https://
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en.wikipedia.org/wiki/XSLT]. The GnuCash data file is well-formed XML, and it can therefore be run
through an XSLT parser with an associated stylesheet. This allows one to transform the file to just about
any format that can be designed, given a properly written stylesheet.

A few steps need to be followed. The writing of a stylesheet is atask for a different time, but if you can
get one written, here’ swhat you need to do:

1. Copy the GnuCash XML datafileto aworking file.

I mportant

If the file was last modified by aversion of GnuCash older than 2.0, then before you continue
to the next step you will need to modify the working file's <gnc-v2> tag to read something

like this:

<gnc-v2

xm ns:

xm ns

xm ns

xm ns

xm ns

xm ns

xm ns

Note

xm ns: cd="http://ww. gnucash. or g/ XM./ cd"
book="htt p: // www. gnucash. or g/ XM/ book"

:gnc="http://ww. gnucash. or g/ XM/ gnc"
xm ns:
xm ns:

cndty="htt p: //ww. gnucash. or g/ XM_/ cndt y"
trn="http://ww. gnucash. org/ XM./ t rn"

csplit="http://ww. gnucash.org/ XM/ split"
xm ns:
xm ns:

act ="http://ww. gnucash. org/ XM/ act"
price="http://ww. gnucash. org/ XM./ pri ce"

cts="http://ww. gnucash. org/ XM./ t s"
xm ns:
xm ns:

slot="http://ww. gnucash. or g/ XM_/ kvpsl ot "
cust="http://ww. gnucash. or g/ XM./ cust"

sentry="http://ww. gnucash. org/ XM_/ ent ry"
xm ns:
xm ns:

| ot ="http://ww. gnucash. org/ XM/ | ot "
i nvoi ce="http://ww. gnucash. org/ XM./ i nvoi ce"

:owner ="http://ww. gnucash. or g/ XM_/ owner "
xm ns:
xm ns:
xm ns:
xm ns:
xm ns:

j ob="http://ww. gnucash. org/ XM./ j ob"
billterm="http://ww. gnucash. org/ XM./billternt
bt - days="http://ww. gnucash. or g/ XM/ bt - days"
sx="http://ww. gnucash. or g/ XM/ sx"
fs="http://ww. gnucash. org/ XM/ f s"

;addr="http://ww. gnucash. or g/ XM/ cust addr " >

Y ou can put pretty much anything you want behind the equal signs, but aunique URL iswhat
istypically used.

2. Createan XSLT stylesheet containing the transformation your desire, or obtain onethat’s already writ-

ten.

User Contributed XSLT Stylesheets

* inour repository: https://github.com/Gnucash/gnucash/tree/stable/contrib/xslt

* inour wiki: https://wiki.gnucash.org/wiki/De/export_to_excel_xIs transform

3. Install an XSLT processor such as Saxon (https:.//en.wikipedia.org/wiki/Saxon XSLT) or
Xalan (https://en.wikipedia.org/wiki/Apache Xalan). Any conforming processor [https://en.wikipedi-
a.org/wiki/Category:XSLT_processors] will do, redly...
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4. Runthe work file and the stylesheet through the processor according to the processor’ s instructions.

5. You will now have afilein the desired output format. An enterprising individual could go so far asto
write a stylesheet to transform the GnuCash data file to an Apache OpenOffice/LibreOffice Calc (or
vice-versa, for that matter). Such things as QIF ought to be alittle less work.

Benefits are that you don’t need to write a Scheme module or a new C routine to do this transformation.
Anyone who knows or can learn XML and XSLT can perform this task. Not much harder, realy, than
writing a Web page....

Anyhow, | just wanted this tidbit to be captured somewhere permanently. The process works on 5.5
datafiles, and ought to work on earlier versions, too.
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Appendix B. Auxiliary File Formats

These are the formats of some auxiliary files used by GnuCash.

Check Format Files (*. chk)

Overview

The check format file is used to tell GnuCash how to print a check or checks onto a page of paper. This
file first describes the overall layout of a page (number of checks, orientation, etc) and then describes the
layout of the specific items on a single check. The file is organized as a typical Key/Value file used by
many Li nux applications. Keys/values pairs are grouped into sections that begin with the group name
enclosed in square brackets.

GnuCash looks for check format files in two different locations when you bring up the check printing
dialog. Thefirst location istypically / usr/ shar e/ gnucash/ checks, where check files distributed
with the application can be found. The second location is the user private ~/ . | ocal / shar e/ gnu-
cash/ checks *di rectory. Users may add check formats at any time (even while GnuCash is running)
simply by dropping anew *. chk filein thisdirectory. The next time the check printing dialog is opened
the new check format will appear in the list of available check formats.

Note

Printing functions differently depending on the version of GTK that isinstalled on your system.
When GnuCash is using a version of GTK prior to 2.10 all offsets are measured from the lower
left corner of the page or check. When using GTK 2.10 or later, al offsets are measured from
the upper left corner of the page or check.

Example file

A typical GnuCash check file is presented below. The contents of this file will be described in the next
sections.

[ Top]

GQuid = 67bl144d1-96a5- 48d5- 9337- 0€1083bbf 229
Title = Qui cken/ Qui ckBooks (tm US-Letter
Rotation = 0.0

Translation = 0.0;4.0

Show Grid = fal se

Show Boxes = fal se

[ Check Positions]
Hei ght = 252.0
Nanes = Top; M ddl e; Bott om

[ Check Itens]
Type_1 = PAYEE
Coords_1 = 90.0; 102. 0; 400. 0; 20.0

Type_2 = AVOUNT_WORDS
Coords_2 = 90.0;132.0

1Upto GnuCash 2.6.21itwas~/ . gnucash/ checks
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Type_3 = AMOUNT_NUMBER
Bl ocki ng_Chars_3 = true
Coords_3 = 500.0;102.0

Type_4 = DATE
Coords_4 = 500. 0; 67.0

Type_5 = NOTES
Coords_5 = 50.0;212.0

Field Descriptions
Top Group

This section of the check file describes the overall layout of a page of checks (or check) that goes into
the printer.

Table B.1. Overall Page Description Fields
Name Type Required Description

Guid string mandatory The guid is used to
uniquely identify acheck
format to GnuCash. It
must be unique acrossthe
entire set of application
supplied and user sup-
plied check formats. If
you copy an application
check file as the basis of
your own check format,
you must changethisval-
ue. The uuidgen program
may be used to generate
these identifiers.

Title string mandatory The title is used to
uniquely identify acheck
format to the user. This
value is presented verba-
tim in the check format
list of the check print-
ing dialog. If you copy
an application check file
as the basis of your own
check format, you should
change this value. The
titte may be any utf-8
string.

Font string optional If supplied, thisisthe de-
fault font used to print all
text items on this check.
This field can contain
any string that is accept-
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Name

Type

Required

Description

ableby gtk asafont spec-
ifier. If thisfield is omit-
ted, the default font isthe
font specified in the Gnu-
Cash preferences dialog.
A typical string would be
“sans 12”.

Blocking_Chars

boolean

optional

If supplied, this is the
default used when print-
ing al TEXT items on
this check. When set to
true, will print *** before
and after each text field
on the check. Blocking
characters are printed to
protect check fields from
alteration. For example,
the amount field may be
printed as *** 100.00* **

DateFormat

boolean

optional

If supplied, thisisthe de-
fault used when printing
all DATE items on this
check. When set to true,
will print the format of
theDATEin 8 point type,
centered and below the
actual DATE. For exam-
ple DDMMYYYY.

Rotation

double

optional

This value specified the
rotation of the entire page
(in degrees) around the
origin point. For gtk ver-
sions prior to 2.10, the
origin point is in the
lower left corner of the
page and rotation values
increase in the counter-
clockwise direction. For
gtk version 2.10 and lat-
er, the origin point is in
the upper left corner of
the page and rotation val-
uesincrease in the clock-
wise direction. Rotation
of the pageis applied be-
fore tranglation.

Trandation

list of 2 doubles

optional

These values specify the
X and y trandation of
the entire page (in points)
relative to the origin
point. For gtk versions
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Name Type Required Description

prior to 2.10, the ori-
gin point is in the low-
er left corner of the page
and trandlation values in-
crease moving up and to
the right. For gtk version
2.10 and later, the ori-
gin point is in the up-
per left corner of the page
and trandlation values in-
crease moving down and
to the right. Rotation of
the pageisapplied before
trandlation.

Show_Grid boolean optional If this value is set to
true then GnuCash will
draw a grid on the page,
starting at the origin with
the lines spaced every 50
points. This can be help-
ful when creating acheck
format file.

Show_Boxes boolean optional If thisvalueis set to true
then for each item where
thewidth and height have
been specified, GnuCash
will draw a box show-
ing location and maxi-
mum size of that item .
This can be helpful when
creating a check format
file.

Note

The Blocking_Chars and DateFormat options are defined for all check formats in Edit->Prefer-
ences->Printing. It is recommened that these global options be set to false (the default), and that
the options be set for individual Check Items as described below.

Check Positions Group

This group of items specifies how multiple checks are laid out on the same sheet of paper, and gives names
to each of these check locations so that a user can specify which check location that GhuCash should print.
This entire group of key/value pairs is optional, and should be omitted if the format file only specifies a
single check per page of paper.

Table B.2. Multiple Checks Per Page Fields

Name Type Required Description

Height double mandatory This field specifies the
height of a single check
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Name Type Required Description

on the page. If there are
multiple checks per page
then this item is manda-
tory. If thereisonly asin-
gle check per page, this
entire section should be
omitted.

Names list of strings mandatory This field specifies the
names of the check
locations that can be
printed on each page.
These names represent
the check positions start-
ing from the top of the
page and moving down-
ward. The namesare pre-
sented verbatim in the
check position list of the
check printing dialog. A
typical valuefor thisfield
is"Top;Middle;Bottom",
but it could aso be
"First;Second; Third" or
any other set of strings
that clearly identify the
check locations. If there
are multiple checks per
page then this item is
mandatory. If thereison-
ly a single check per
page, this entire section
should be omitted.

Check Items Group

This section specifies the individual items that are printed on the check. There is no limit to the number
of items that may be present in this section, and any given type of item can be repeated multiple times.
This alows for the printing of checks that have a side stub, or for the one-per-page business checks that
have both the check and multiple check stubs on the same page. For example, to print the payee name on
abusiness check and on both stubs, ssimply specify three payee items with differing print coordinates.

Each key namesin this section explicitly includestheitem number to whichiit applies. E.G. The key named
Type_1 appliesto thefirst item to be printed, and the key Coords 3 appliesto the third item to be printed.
Item numbers start at one and increase sequentially. Any gap in the numbering sequence is interpreted by
GnuCash as the end of the item list. Items are printed in the order of their item numbers, not in the order
in which they appear in thefile.

Each item specified must include a type declaration. The rest of the parameters for that item depend upon
the particular type of that item. See Table B.4, “Individual Check Item Types” for alist of valid item types
and their required parameters.
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TableB.3. Individual Check Item Fields

Name

Type

Required

Description

Type_n

string

mandatory

This field specifies the
type of a single item to
be printed on a check.
See Table B.4, “Individ-
ual Check Item Types’
for a list of valid item

types.

Coords n

list of 2 or 4 doubles

mandatory

This field specifies the
coordinates where the
item should be placed on
a check, and optionally
also specifies the width
and height of the item.
The numbersin order are
the X and Y offset of
the lower left corner of
the item, and optionally
the width and height of
the item. If the width is
supplied then the height
must also be supplied,
so this field will aways
contain two or four num-
bers. For gtk versions
prior to 2.10, the ori-
gin point is in the low-
er left corner of the page
and trandlation valuesin-
crease moving up and to
the right. For gtk version
2.10 and later, the ori-
gin point is in the up-
per left corner of the page
and trandlation valuesin-
crease moving down and
to theright.

Note

Regardless  of
whether the ori-
gin is a the
top or the bot-
tom of the page,
the coordinates
aways specify
the lower left
point of the
item.
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Name

Type

Required

Description

Font_n

string

optional

If supplied, this is the
font used to print this
specific text item. This
field can contain any
string that is acceptable
by gtk as a font specifi-
er. If thisfield is omitted,
thedefault font isthefont
specified in the Top sec-
tion of the check descrip-
tion file, or if that was
omitted thefont specified
in the GnuCash prefer-
ences dialog. This field
is only recognized when
using gtk version 2.10 or
later.

Align_n

string

optional

If supplied, this is the
alignment used to print
this specific text item.
This field must contain
one of the strings “left”,
“center” or “right”. If this
field is omitted, the text
will be left aligned. This
field is only recognized
when using gtk version
2.10or later.

Text_n

string

optional

This field is only used
when the item type is
TEXT. It specifies the
utf-8 text that should be
printed on the check.

Filename n

string

optional

This field is only used
when the item type is
PICTURE. It specifies
the filename of theimage
that should be printed on
the check. Thestring may
specify either an absolute
path name or asarelative
path name. If a relative
path name is specified,
GnuCash first looks in
in the application check
format folder (typical-
ly / usr/ shar e/ gnu-
cash/ checks ) for
the image file, and if
it is not found there
then it looks in the
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Name

Type

Required

Description

user private ~/.| o-
cal / shar e/
gnucash/ checks?
directory for the image.
This field is only rec-
ognized when using gtk
version 2.10 or later.

Blocking_Chars n

boolean

optional

If supplied, this will set
the print Blocking_Chars
option for thisitem.

DateFormat_n

boolean

optional

If supplied, this will set
the print DateFor mat op-
tion for thisitem.

These are the individua items that can be printed on a check. All items require the coordinates on the
page where the item should be printed. The majority of theseitemsresult in text being printed on the page,
and these items may have individual font and alignments specified. For example, the numerical amount
of acheck could be printed right justified while everything elseis printed left justified. Other types may

have unique parameters.

TableB.4. Individual Check Item Types

Name Required Fields Optional Fields Description
PAYEE Coords Font This type vaue tels
Align GnuCash to print the
Blocking_Chars check payee name at the
specified coordinates.
DATE Coords Font This type vaue tells
Align GnuCash to print the
Blocking_Chars check date at the speci-
DateFormat fied coordinates.
NOTES Coords Font This type vaue tels
Align GnuCash to print the
Blocking_Chars transaction notes field at
the specified coordinates.
CHECK_NUMBER Coords Font This type vaue tels
Align GnuCash to print the

Blocking_Chars

check number at the
specified  coordinates.
The check number re-
flects the book option
selection under File -
Properties for number
source (transaction num-
ber or anchor-split ac-
tion - see Use Split
Action Field for Num-
ber [https.//www.gnu-
cash.org/docs/vnone/C/

gnucash-manual/book-
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Name

Required Fields

Optional Fields

Description

options.html#num-ac-
tion-book-option] in the
Book Options section of
the GnuCash Manual).

MEMO

Coords

Font
Align
Blocking_Chars

This type vaue tells
GnuCashto print the split
memo field at the speci-
fied coordinates.

ACTION

Coords

Font
Align
Blocking_Chars

This type vaue tells
GnuCashto print the split
action field at the spec-
ified coordinates. How-
ever, the printed field
reflects the book op-
tion selection under File
- Properties for num-
ber source (transaction
number or anchor-split
action - see Use Split
Action Field for Num-
ber [https.//www.gnu-
cash.org/docs/vnone/C/

gnucash-manual/book-

options.html#num-ac-

tion-book-option] in the
Book Options section of
the GnuCash Manual).
If number source for
the book is specified as
anchor-split action, this
fieldwill instead print the
transaction number field.

AMOUNT_WORDS

Coords

Font
Align
Blocking_Chars

This type vaue tells
GnuCash to print the
check amount in words at
the specified coordinates.
The amount will appear
similar to the string "One
thousand, two hundred
thirty four and 56/100".

AMOUNT_NUMBER

Coords

Font
Align
Blocking_Chars

This type vaue tels
GnuCash to print the
check amount in num-
bers at the specified co-
ordinates. The amount
will appear similar to the
number "$1,234.56".

ADDRESS

Coords

Font
Align
Blocking_Chars

This type vaue tels
GnuCash to print the ad-
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Name

Required Fields

Optional Fields

Description

dress at the specified co-
ordinates.

SPLITS ACCOUNT

Coords

Font
Align
Blocking_Chars

This type vaue tells
GnuCash to print the ac-
count names for each
split entry stating at
the specified coordinates.
See the note on splits
printing.

SPLITS AMOUNT

Coords

Font
Align
Blocking_Chars

This type vaue tells
GnuCash to print the
amount for each split en-
try stating at the specified
coordinates.  Amounts
are printed with currency
symbols. See the note on
splits printing.

SPLITS MEMO

Coords

Font
Align
Blocking_Chars

This type vaue tels
GnuCash to print the
memo text for each split
entry stating at the speci-
fied coordinates. See the
note on splits printing.

TEXT

Coords, Text

Font
Align
Blocking_Chars

This type vaue tels
GnuCash to print an ar-
bitrary string at the spec-
ified coordinates. The
string to be printed is
specified with the Text_n
key.

PICTURE

Coords, Filename

(none)

This type vaue tells
GnuCash to print an im-
age at the specified coor-
dinates. The image to be
printed is specified with
theFilename_nkey. This
type is only recognized
when using gtk version
2.10 or later.

Note

SPLIT items include all split entries for the transaction except for the split that applies to the
current account register (referred to as the anchor-split). Thisis usually the last split listed when
splits are displayed in the register. The coordinate location defines the lower left location for the

split information.
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Creating Check Format Files

Creating your own check format file isafairly simple task. The easiest way to start is to copy an existing
check format file from the application directory (typicaly / usr/ shar e/ gnucash/ checks) to the
directory ~/ . | ocal / shar e/ gnucash/ checks?!. Make sureto change the guid so the new file will
be accepted by gnucash, and change the title to something descriptive. Then change or add individual item
fields as necessary. Y ou can al so create anew check file by clicking the Save Format button on the Custom
format page of the check printing dialog.

Note

Key names are case sensitive. If you are having problems with a check format file, ensure that
all key names have capital |etters as documented above.
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Appendix C. GNU Free Documentation
License

Version 1.1, March 2000
Copyright © 2000 Free Software Foundation, Inc.

Free Software Foundation, Inc. 59 Temple Place,
Suite 330, Boston, MA
02111-1307 USA

Everyone is permitted to copy and distribute verbatim copies of this license document, but changing it
isnot allowed.

0. PREAMBLE

The purpose of thisLicenseisto make amanual, textbook, or other written document “free” in the sense of
freedom: to assure everyone the effective freedom to copy and redistributeit, with or without modifying it,
either commercially or noncommercially. Secondarily, this License preserves for the author and publisher
away to get credit for their work, while not being considered responsible for modifications made by others.

ThisLicenseisakind of “copyleft”, which means that derivative works of the document must themselves
be free in the same sense. It complements the GNU General Public License, which is a copyleft license
designed for free software.

We have designed this License in order to use it for manuals for free software, because free software
needs free documentation: a free program should come with manuals providing the same freedoms that
the software does. But this Licenseis not limited to software manuals; it can be used for any textual work,
regardless of subject matter or whether it is published as a printed book. We recommend this License
principally for works whose purpose isinstruction or reference.

1. APPLICABILITY AND DEFINITIONS

This License applies to any manual or other work that contains a notice placed by the copyright holder
saying it can be distributed under the terms of this License. The “Document”, below, refers to any such
manual or work. Any member of the publicisalicensee, and is addressed as “you”.

A “Modified Version” of the Document means any work containing the Document or aportion of it, either
copied verbatim, or with modifications and/or trans ated into another language.

A “Secondary Section” is a named appendix or a front-matter section of the Document that deals exclu-
sively with the relationship of the publishers or authors of the Document to the Document’s overall sub-
ject (or to related matters) and contains nothing that could fall directly within that overall subject. (For
example, if the Document isin part atextbook of mathematics, a Secondary Section may not explain any
mathematics.) The relationship could be a matter of historical connection with the subject or with related
matters, or of legal, commercial, philosophical, ethical or political position regarding them.

The “Invariant Sections” are certain Secondary Sections whose titles are designated, as being those of
Invariant Sections, in the notice that says that the Document is released under this License.

The “Cover Texts’ are certain short passages of text that are listed, as Front-Cover Texts or Back-Cover
Texts, in the notice that says that the Document is released under this License.
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A “Transparent” copy of the Document means a machine-readable copy, represented in a format whose
specification is available to the general public, whose contents can be viewed and edited directly and
straightforwardly with generic text editors or (for images composed of pixels) generic paint programs or
(for drawings) some widely available drawing editor, and that is suitable for input to text formatters or
for automatic trandation to a variety of formats suitable for input to text formatters. A copy made in an
otherwise Transparent file format whose markup has been designed to thwart or discourage subsequent
modification by readersis not Transparent. A copy that isnot “ Transparent” is called “ Opague’.

Examples of suitable formats for Transparent copies include plain ASCII without markup, Texinfo input
format, LaTeX input format, SGML or XML using a publicly available DTD, and standard-conforming
simple HTML designed for human modification. Opague formats include PostScript, PDF, proprietary
formats that can be read and edited only by proprietary word processors, SGML or XML for which the
DTD and/or processing tools are not generally available, and the machine-generated HTML produced by
some word processors for output purposes only.

The“Title Page” means, for a printed book, the title page itself, plus such following pages as are needed
to hold, legibly, the material this License requires to appear in the title page. For works in formats which
do not have any title page as such, “ Title Page” means the text near the most prominent appearance of the
work’ stitle, preceding the beginning of the body of the text.

2. VERBATIM COPYING

You may copy and distribute the Document in any medium, either commercially or noncommercially,
provided that this License, the copyright notices, and the license notice saying this License appliesto the
Document are reproduced in all copies, and that you add no other conditions whatsoever to those of this
License. You may not use technical measures to obstruct or control the reading or further copying of the
copies you make or distribute. However, you may accept compensation in exchange for copies. If you
distribute alarge enough number of copies you must also follow the conditionsin section 3.

Y ou may also lend copies, under the same conditions stated above, and you may publicly display copies.

3. COPYING IN QUANTITY

If you publish printed copies of the Document numbering more than 100, and the Document’s license
notice requires Cover Texts, you must enclose the copiesin coversthat carry, clearly and legibly, all these
Cover Texts: Front-Cover Texts on the front cover, and Back-Cover Texts on the back cover. Both covers
must also clearly and legibly identify you as the publisher of these copies. The front cover must present
the full title with all words of the title equally prominent and visible. Y ou may add other material on the
covers in addition. Copying with changes limited to the covers, as long as they preserve the title of the
Document and satisfy these conditions, can be treated as verbatim copying in other respects.

If the required texts for either cover are too voluminous to fit legibly, you should put the first ones listed
(as many asfit reasonably) on the actual cover, and continue the rest onto adjacent pages.

If you publish or distribute Opague copies of the Document numbering more than 100, you must either in-
clude amachine-readabl e Transparent copy aong with each Opaque copy, or state in or with each Opague
copy apublicly-accessible computer-network |ocation containing acomplete Transparent copy of the Doc-
ument, free of added material, which the general network-using public has access to download anony-
moudly at no charge using public-standard network protocols. If you use the latter option, you must take
reasonably prudent steps, when you begin distribution of Opague copies in quantity, to ensure that this
Transparent copy will remain thus accessible at the stated |ocation until at least one year after the last time
you distribute an Opague copy (directly or through your agents or retailers) of that edition to the public.

It is requested, but not required, that you contact the authors of the Document well before redistributing
any large number of copies, to give them achanceto provide you with an updated version of the Document.
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4. MODIFICATIONS

Y ou may copy and distribute a Modified Version of the Document under the conditions of sections 2 and
3 above, provided that you release the Modified Version under precisely this License, with the Modified
Version filling the role of the Document, thus licensing distribution and modification of the Modified
Version to whoever possesses a copy of it. In addition, you must do these things in the Modified Version:

A. Usein the Title Page (and on the covers, if any) atitle distinct from that of the Document, and
from those of previous versions (which should, if there were any, be listed in the History section of the
Document). You may use the same title as a previous version if the original publisher of that version
gives permission.

B. List on the Title Page, as authors, one or more persons or entities responsible for authorship of
the modifications in the Modified Version, together with at least five of the principal authors of the
Document (all of its principal authors, if it has less than five).

C. Stateonthe Title Page the name of the publisher of the Modified Version, as the publisher.
D. Preserveal the copyright notices of the Document.
E. Addan appropriate copyright noticefor your modifications adjacent to the other copyright notices.

F. Include, immediately after the copyright notices, alicense notice giving the public permission to
use the Modified Version under the terms of this License, in the form shown in the Addendum below.

G. Preserveinthat license notice the full lists of Invariant Sections and required Cover Texts given
in the Document’s license notice.

H. Include an unaltered copy of this License.

I.  Preserve the section entitled “History”, and its title, and add to it an item stating at least the title,
year, new authors, and publisher of the Modified Version as given on the Title Page. If there is no
section entitled “History” in the Document, create one stating the title, year, authors, and publisher of
the Document as given on its Title Page, then add an item describing the Modified Version as stated
in the previous sentence.

J. Preserve the network location, if any, given in the Document for public access to a Transparent
copy of the Document, and likewise the network locations given in the Document for previous versions
it was based on. These may be placed in the “History” section. Y ou may omit a network location for
awork that was published at least four years before the Document itself, or if the origina publisher of
the version it refers to gives permission.

K. Inany section entitled “Acknowledgements’ or “Dedications’, preserve the section’s title, and
preserve in the section all the substance and tone of each of the contributor acknowledgements and/or
dedications given therein.

L. Preserve al the Invariant Sections of the Document, unaltered in their text and in their titles.
Section numbers or the equivalent are not considered part of the section titles.

M. Delete any section entitled “ Endorsements’. Such a section may not be included in the Modified
Version.

N. Do not retitle any existing section as “Endorsements’ or to conflict in title with any Invariant
Section.
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If the Modified Version includes new front-matter sections or appendices that qualify as Secondary Sec-
tions and contain no material copied from the Document, you may at your option designate some or all
of these sections as invariant. To do this, add their titles to the list of Invariant Sections in the Modified
Version'slicense notice. These titles must be distinct from any other section titles.

You may add a section entitled “Endorsements’, provided it contains nothing but endorsements of your
Modified Version by various parties-for example, statements of peer review or that the text has been
approved by an organization as the authoritative definition of a standard.

You may add a passage of up to five words as a Front-Cover Text, and a passage of up to 25 words as
a Back-Cover Text, to the end of the list of Cover Texts in the Modified Version. Only one passage of
Front-Cover Text and one of Back-Cover Text may be added by (or through arrangements made by) any
one entity. If the Document already includes a cover text for the same cover, previously added by you or
by arrangement made by the same entity you are acting on behalf of, you may not add another; but you
may replace the old one, on explicit permission from the previous publisher that added the old one.

The author(s) and publisher(s) of the Document do not by this License give permission to use their names
for publicity for or to assert or imply endorsement of any Modified Version .

5. COMBINING DOCUMENTS

Y ou may combine the Document with other documents released under this License, under the terms de-
fined in section 4 above for modified versions, provided that you include in the combination al of the
Invariant Sections of all of the original documents, unmodified, and list them all as Invariant Sections of
your combined work in its license notice.

The combined work need only contain one copy of this License, and multiple identical Invariant Sections
may be replaced with a single copy. If there are multiple Invariant Sections with the same name but dif-
ferent contents, make the title of each such section unique by adding at the end of it, in parentheses, the
name of the original author or publisher of that section if known, or else a unique number. Make the same
adjustment to the section titlesin the list of Invariant Sections in the license notice of the combined work.

In the combination, you must combine any sections entitled “History” in the various original documents,
forming one section entitled “ History”; likewise combine any sections entitled “ Acknowledgements’, and
any sections entitled “Dedications’. Y ou must delete all sections entitled “ Endorsements.”

6. COLLECTIONS OF DOCUMENTS

Y ou may make a collection consisting of the Document and other documents rel eased under this License,
and replacetheindividual copiesof thisLicenseinthevariousdocumentswith asingle copy that isincluded
in the collection, provided that you follow the rules of this License for verbatim copying of each of the
documentsin all other respects.

You may extract a single document from such a collection, and dispbibute it individually under this Li-
cense, provided you insert a copy of this License into the extracted document, and follow this Licensein
all other respects regarding verbatim copying of that document.

7. AGGREGATION WITH INDEPENDENT
WORKS

A compilation of the Document or itsderivativeswith other separate and independent documents or works,
in or on avolume of a storage or distribution medium, does not as a whole count as a Modified Version
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of the Document, provided no compilation copyright is claimed for the compilation. Such a compilation
iscalled an “aggregate”, and this License does not apply to the other self-contained works thus compiled
with the Document , on account of their being thus compiled, if they are not themselves derivative works
of the Document. If the Cover Text requirement of section 3 is applicable to these copies of the Document,
then if the Document is less than one quarter of the entire aggregate, the Document’s Cover Texts may
be placed on covers that surround only the Document within the aggregate. Otherwise they must appear
on covers around the whole aggregate.

8. TRANSLATION

Trandation is considered akind of modification, so you may distribute translations of the Document under
the terms of section 4. Replacing Invariant Sections with translations requires special permission from
their copyright holders, but you may include translations of some or all Invariant Sections in addition to
the original versions of these Invariant Sections. Y ou may include a trandation of this License provided
that you also include the original English version of this License. In case of a disagreement between the
trand ation and the original English version of this License, the original English version will prevail.

9. TERMINATION

Y ou may not copy, modify, sublicense, or distribute the Document except as expressly provided for under
this License. Any other attempt to copy, modify, sublicense or distribute the Document is void, and will
automatically terminate your rights under this License. However, parties who have received copies, or
rights, from you under this License will not have their licenses terminated so long as such parties remain
in full compliance.

10. FUTURE REVISIONS OF THIS LICENSE

The Free Software Foundation [http://www.gnu.org/fsf/fsf.html] may publish new, revised versions of the
GNU Free Documentation License from time to time. Such new versions will be similar in spirit to the
present version, but may differ in detail to address new problems or concerns. See http://www.gnu.org/
copyleft/ [http://www.gnu.org/copyleft].

Each version of the License is given a distinguishing version number. If the Document specifies that a
particular numbered version of this License “or any later version” applies to it, you have the option of
following the terms and conditions either of that specified version or of any later version that has been
published (not as a draft) by the Free Software Foundation. If the Document does not specify a version
number of this License, you may choose any version ever published (not as a draft) by the Free Software
Foundation.

Addendum

To use this License in a document you have written, include a copy of the License in the document and
put the following copyright and license notices just after the title page:

Copyright YEAR YOUR NAME.

Permission isgranted to copy, distribute and/or modify this document under the terms of
the GNU Free Documentation License, Version 1.1 or any later version published by the
Free Software Foundation; with the Invariant Sectionsbeing LIST THEIR TITLES, with
the Front-Cover Texts being LIST, and with the Back-Cover Textsbeing LIST. A copy
of thelicense isincluded in the section entitled “GNU Free Documentation License”.
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If you have no Invariant Sections, write “with no Invariant Sections” instead of saying which ones are
invariant. If you have no Front-Cover Texts, write “no Front-Cover Texts” instead of “Front-Cover Texts
being LIST”; likewise for Back-Cover Texts.

If your document contains nontrivial examples of program code, we recommend rel easing these examples
in parallel under your choice of free software license, such as the GNU General Public License [https:/
www.gnu.org/copyleft/gpl.html], to permit their use in free software.
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